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Nearly 130 years ago, we opened a branch in 
Shanghai, to serve trade between China and the rest 
of the world. 

Long before any other Western banks opened 
branches, it had become so well-established that 
the Chinese gave it a name in their own language. 

(Even today in Shanghai, many people will 
be able to help you if you ask for directions to 
“Makalee”.) 

Perhaps even more remarkably, it has pro- 
vided an uninterrupted service ever since it began. 

Today, it has been joined by offices in Beijing, 
Xiamen, Guangzhou and Shenzhen. 

Which suggests that when you need infor- 
mation and expert services to help you seize 
the burgeoning opportunities for business with 
today’s China, Standard Chartered is the bank you 
should talk to first. 

It also says a good deal about the depth of 
our involvement in the countries where we work 
all over the world. 

In China as in over 60 countries worldwide, 
Standard Chartered can offer you all the local 
knowledge, contacts and services to help you do 
better business. 

Put us to the test. Bring your toughest prob- 
lems to your nearest branch. 

You'll find an ever-open door. 


Standard ©; Chartered 
STRENGTH IN DEPTH ACROSS THE WORLD. 


STANDARD CHARTERED BANK, HEAD OFFICE: 38 BISHOPSGATE, LONDON EC2N 4DE 
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SIR—Your leader (Api 
the contrast between- 







cet could be added. <05. OO 
< Since before the dawn of the 
industrial revolution, large multi- 
_ nation conflicts (what we now call 
“world wars”) have served every 
20-40 years to restructure the 
prevailing political order, more 
Often than not bringing it into 
alignment with changes in the 
_ global economic hierarchy which 
have occurred since the last sig- 
nificant conflict. The first world 








-longer-competitive moñar- 







nited States and the Soviet 
Union and the diminution of the 
_claim of Europe (particularly that 
the British and French colonial 
_ empires) to centre-stage. 

<- Today, more than four decades 
after the end of that war, it would 
iot be surprising that Europe has 
ittle appetite for conflict—that 
is, anything that might in any way 
reshuffle the global deck. 


























Europe has little economic claim 
to an enlarged place at the 
- world’s political table. No doubt 
Asia is fast earning the right to 
make that particular demand. So, 
af Europe intuitively understands 
cannot advance, it might be 
forgiven for fretting about losing 
position. Second, NATO notwith- 
standing, Europe has no reliable 
Means to act in concert militarily 
in its own continental interests. 
And when you are not sure you 
have enough chips, you tend to 
| give a lot of thought to whether 
_ you really want to accept an invi- 
| tation to sit in on the game. 

New York DAVID ABRAHAMSON 































--What the spunky Mr Al 
i. Smith (Letters, May 3rd) per- 
aps overlooks in his criticism of 
prope’s reluctance to commit. 
elf on military attacks or , 
that any reprisals will 









ted States. | 
the light of “the untold bil- 
of dollars which we annually 










cans to stay away? 
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war certified the demise of the: 


ies of Europe; the second: 
ld war, the ascendancy. of the. 


< Despite its postwar progress, 





pe in Europe and not in the- 


[bute to European securi- . 
$ it not rather wimpish of - 


e ANDREW Rowson : would: t 


SIR--Mr Smith should recognise 
that others-can oppose. Colonel 
Qaddafi but still disagree with 
Rambo methods. This is especial- 
ly true of France, which has been 
fighting the colonel on the 


ground for about as long as Mr 


Reagan has been killing him with 
his mouth, 
Fort Lee, 


New Jersey B. A. Jones 


SIR—-Mr Smith has it the wrong 
way round when he equates the 
Europeans with the impotent 
man who, unable to have sex, 
offers his abstinence as proof of 
his high moral character. More 
accurately, the Americans should 

“be equated with the impotent 
‘man who, unable to have sex, 
thrashes.the woman who reveals 
his secret shame. 


Tiverton, Devon W.M. Harper 


SIRI can’t see why Americans 
should be comforted by the 
thought that Europeans are con- 
fident that America will come to 
Europe’s help im time of war. It 
smacks too much of the prodigal 
nephew’s confidence that his rich 
uncle will always. bail him out. 
Has anybody bothered to ask 
whether Europeans think they 
‘would come to America’s help in 
time of need? 

Durham, 


N. Carolina. D. H.E, Dicconson 


SIR—The hypocrisy and craven- 
ness of Europe in failing to sup- 
port the United States over Libya 
has engendered a singular and 
evisceral reaction among Ameri- 
cans. For the first time in memo- 
ry, average Americans such as 
farmers, students, blue-collar 
workers and the heretofore polit- 
ically apathetic are voicing the 


conviction that the Atlantic alli 





ance has become excessively ex- 
pensive, geopolitically one-sided 
and should be terminated, It is an 
egregious mistake to interpret 


_ this emotion: as transitory. I be- 


lieve that as fewer and fewer 
Americans consider Europe wor- 


¿thy of our protection, historians 
~ will acknowledge this crisis of 
confidence as the beginning of 






ind of the NATO alliance. 
hile American political lead- 
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spect, was not that different from 
other European countries. 

Meckenheim, — | 
West Germany 


Profit-sharing 
SIR—-To describe Nigel Lawson's 
proposed tax-incentives to com- 
panies to introduce profit-sharing 
schemes as “a new idea” (May 
10th) dents your newspaper's tra- 
ditions of accuracy. 

J.-S. Mill advocated profit- 


Sharing in 1848.. Lloyd George 


took the ideas further in 1928 in 
his famous “Yellow: Book” (Re- 
port of the Liberal Industrial In- 
quiry), arguing that *. |. when 
capital has received an‘adequate 
return, the worker should enjoy a 


share of any surplus profits in. 


order that he may have a person- 
al interest in the concern. for 
which he works.” The Liberal 
Party, during the Lib-Lab pact of 
1977-78, successfully inserted 
into Mr Healey’s budget a provi- 
sion for incentives to companies 


to offer profit-sharing by means 


of shares for employees. And 
most recently, in a pamphlet pub- 
lished in March of. this year 
(“Sharing 


exactly the kind of profit-sharing 


scheme Mr Lawson now pro- 


poses. Not so much a new idea as 
a case of Johnny come lately. 
London GRAHAM WATSON 


SIR—Your suggestion that basing 


pay on turnover may serve as an 
or even the filling of vacancies, 
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Profits”—Unservile ei 
State Paper No 33), the Liberal. 
leader Mr David Steel advocated. 
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but not in the siust sus 
Kingston Upon Thames, — 
Surrey 





The menace of Japan _ 


_SIR~You state “In foreign policy _ 











































Japan is bedevilled by its resolute _ 
meekness, its determination to sit 


on every fence .....”” (May 3rd). 


Be grateful, Today, only lapa- 


nese cars, chips and cameras con- 


cern us. Tomorrow, if that meek- 
ness becomes metamorphosed _ 
into a more militaristic or martial — 


policy by. pressures you seem to 


Support, it may. be Japanese. 
bombers, missiles, and laser 


weaponry that gives us concern in 


the context of a confrontation, In 


the first world war, Japan was our- 
ally; not so in the second wo | 





war. Forty-five years ago, . 





United: States was bedevilled ‘py 


Pearl Harbour. How car 
certain that a swing fi 
neutral, non-agere 
can be controllec 
American ¢ 
ish and Americ: 
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The International Irrigation Management Institute (IIMI), a not-for-profit Applications are invited for the following two posts from candidates who 
organisation dedicated to research and oe in irrigation management in eit be Commonwealth citizens, graduates in a subject relevant to the post 
wie catcaation is seeking a Director of ce and Administration in question, and with substantial senior management experience in appro- 
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management of the aasde Aee facilities and services (including housing, a Export Mar ket Development 
clinic and a club) provided by the Institute at its campus village. In all, will The Export Market Development Division assists C ommonwealth develop- 
supervise more than 100 administrative and financial personnel reporting ing countries, through the provision of technical assistance, to increase their 
through 15 offices. exports of primary and manufactured products. The Assistant Director will 
Minimum qualifications include a degree in Business or Finance, strong be responsible to the Director and help him in planning and overseeing the 
ipervisory skills and at least 10 years’ progressively responsible related ata and in formulating effective projects to meet the changing needs of 
(perience in finance and administration. An advanced degree is the countries concerned. 
eferred. interacting with local and expatriate staff in a 
developing country ( erably in Asin and some exposure to poral Management Development ! j X 
institu ; iarity proce e Management Development Programme assists member governments 
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INTER NATIONAL IR RIG ATION initial period of two-three years, are available on request from: “4 
Recruitment Section G 
An equal opportunity employer Marlborough House, Pall Mall, London SW1Y SHX f 









t Your future in space. 


«= HEAD OFTHE Í 
PUBLIC RELATIONS 3 
SERVICE E 


who will be based at the Agency Headquarters in Paris, France. The successful candidate will define and 

e implementa public relations policy for ESA as a whole. Candidates should have a university degree and sound 
experience acquired in a similar post as a public relations officer or as a journalist. An excellent knowledge of 
English and French is required. Knowledge of other languages would be an advantage. Applications for this 





post should reach the Head of Personnel Management, ESA, 8-10 rue Mario Nikis, 75738 Paris, Cedex 15, La 
France. International working conditions, including expatriation and family allowances, good social security 

and pension schemes. Relocation expenses paid. ESA Regulations exclude the recruitment of personnel aged a 
over 55. x 
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journalism. In general, the article 
gives a very fair picture of the 
current state of the discipline 
(surely the oldest rather than the 
‘oddest’), and also of its value for 
other disciplines. Two com- 
ments. 

Your remark that “half of the 
47 departments have only one or 
two teachers” is presumably a 
garbled version of the statistic 
that half the departments in the 
country need to lose only one or 
two members to be reduced to 
five or less. But it is true that 
within the next few years half the 
departments will be in danger of 


_ abolition simply on grounds of 


size. 

It may be that posterity will 
look back on the latter part of the 
twentieth century as a period dur- 
ing which the leadership of Eng- 
lish-language philosophy moved 
“cpp aged from Britain to Ameri- 

n the other hand, the histo- 
ry of philosophy is littered with 
orthodoxies and fashions which 
failed to make any lasting impres- 
sion. It is salutary to remember 
Hume’s remark that: “The fame 


- of Cicero flourishes at present; 


but that of Aristotle is utterly 
decayed. . . 

And Addison, perhaps will be 
read with pleasure, when Locke 
shall be entirely forgotten.” 
From our present perspective, we 
simply do not know who will 
emerge as important. 


GEORGE MACDONALD Ross 
Leeds, National Committee for 
Yorkshire Philosophy 


SIR—A footnote to your discus- 
sion of philosophers at work: the 
Royal Institute of Philosophy is 
conducting a survey of the em- 
come patterns of British phi- 
osophy graduates. Preliminary 
analysis suggests that all those 
who claimed to have sought pro- 
fessional employment found it, 
with law, business, management 
and computer-related activities 
significantly represented. Recent 
Suggestions to the contrary in 
Britain appear to arise from the 
fact that official figures for the 
“employability” of graduates are 
based on what they are doing six 
months after graduation. Philos- 
ophy graduates appear to take 
longer than most to start seeking 
long-term employment. 


Coventry, 
W. Midlands MARTIN WARNER 
SIR—Philosophy came down 


from the clouds in ancient times. 
Plato wrote much on the prob- 
lems of government; he was even 
given the opportunity to test his 
ideas in practice by Dion of Syra- 
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cuse, with disastrous results. 

You ought not to have been 
surprised at this development. 
Let us merely hope that we avoid 
another Syracuse. 


London KENNETH WHINNEY 


SiR—Longer than you think, I 
believe, have philosophers been 





the butt of jokes. 
Xenophanes made the follow- 


ing jibe against Pythagoras: 
“They say that Pythagoras was 
once passing by when a puppy 
was being whipped, and he took 
pity and said, ‘Stop, do not beat 
it, for it is the soul of a friend of 
mine—I recognise the sound of 
the voice’. ™ 

Later, Heraclitus had this to 
say of Pythagoras: “He practised 
enquiry beyond all other men, 
and specialised in wisdom, the 
learning of many things, and art- 
ful knavery.”” Not to mention 
Thales falling into a well while he 
was gazing upwards at the stars. 


London STEPHEN INSTONE 


Yugoslavia 


SiR—Your article “God in Gor- 
bachev's backyard” (April 12th) 
refers to the results of an opinion 
poll carried out in Split, Yugosla- 
via in 1984. It was asserted that: 
“When asked to select from a list 
of 24 famous Yugoslavs and for- 
eigners the person who came 
closest to their ideal, most 
plumped for Mother Teresa, the 
Albanian-born nun famous for 
her charitable work in India, and 
the Pope came third.“ As the 
sociologist who carried out the 
poll in question, I have to draw 
your attention to the fact that this 
is a misquotation. Out of 748 
respondents only 144 selected the 
name of Mother Teresa, and the 
Pope only 100 respondents. This 
means that only 19.25% of all the 
respondent selected Mother Te- 
resa, and only 13.36% the Pope. 
One should add that Yugosla- 
via belongs to nobody's backyard 


or frontyard, either to Gorba- 
chev's or Reagan's as some other 
countries do in a way that recent 
events prove beyond any doubt. 


Split, 
Yugoslavia Boris Vuskovic 
Chemical weapons 


SIR—I disagree with your article 
on the modernisation of chemical 
weapons (April 26th). The fact 
that it would be the American 
President who would decide on 
these weapons use should also 
alarm Europeans. 

The Soviet Union has pro- 
posed removing chemical weap- 
ons, both Soviet and American, 
from the continent. This could 
help towards the elaboration of a 
convention on the universal elim- 
ination of these weapons. Strict 
and regular on-site verification 
would not be a problem. Surely 
this is a better way to security 
than chemical-weapons moderni- 
sation in any form. 


GRIGORI NIKOLAEV 


Moscow Novosti Press Agency 


French murders 


SıR—Your-comparison of Ameri- 
can and French murder rates 
(May 3rd) appears to be unfair to 
France, doubtless because the 
French authorities put murders 
and attempted murders in the 
same statistical category. 

You say that 2,540 persons 
were murdered in France in 1984. 
This is slightly higher than the 
total given by the Interior Minis- 
try for homicides volontaires the 
previous year: 2,354. 

But according to police offi- 
cials quoted in Le Monde Diplo- 
matique, more than two-thirds of 
the total were attempts. The 
number of actual murders in 1983 
was 685. Moreover, 311 of these 
were classified as crapuleux, 
committed in the pursuit of other 
crimes, while the majority in- 
volved members of the same 
family. 
Paris 


NOP 


SiR—Your comments on NOP’s 
survey of share ownership for the 
Treasury (May 10th) suggest that 
there could have been an element 
of double counting arising from a 
computer error. We are satisfied 
that the survey was properly con- 
ducted and that there were no 
such computer errors. 

The questions were asked on 
behalf of the Office of Population 
Censuses and Surveys and the 
Treasury by NOP of a representa- 
tive sample of 7.200 adults and 
were wider than the regular NOP 


FRANCIS BARON 
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Financial Radar Survey, 
which deals with shareholding 
strictly in the context of savings. 
The two surveys were not likely 
to yield the same results given 


their different questionnaire ` 
design 

London JOHN BARTER 
Cricket 


SIR—The West Indies did not win 
the recent series by bouncing the 
ball at batsmen’s heads (April 
19th). | watched the third test in 
Barbados and England lost that 
due to atrocious batting. Your 
argument relates to one test, that 
in Jamaica, since the first game in 
Trinidad was played on a slow 
pitch more suitable for spinners 
than fast bowlers. 

During the Barbados test, Mr 
Michael Holding, one of ` 
West Indies fast bowling quar 
said that England’s batting pruve 
lems all stemmed from that Ja- 
maica test. The pitch had been 
unpredictable and the batsmen 
lost their nerve. Clearly, they 
never recovered it. By the time 
the third, fourth and fifth Tests 
came along, the West Indians had 
no need to indulge in intimida- 
tory short-pitched bowling. En- 
gland's batsmen spent most of the 
time on the back foot anticipating 
bumpers 

I do agree with you over the 
pitches. Even the Bridgetown 
one was unreliable, though never 
dangerous. The same thing hap- 
pened at Lord's in the 1970s with 
the infamous “ridge”. In the end 
the square was dug up: they may 
have to do the same throughout 
the Caribbean. 


Johannesburg 


Rosin KNIGHT 





CHIEF EXECUTIVE 
PROPERTY SECTOR—FLETCHER CHALLENGE LIMITED 
NEW ZEALAND 


The retirement of the Chief Executive of our Property Sector provides an outstanding 

opportunity for an experienced competent Senior Executive to head up a most successful 

company 

Challenge Properties, based in Auckland, is a member of the Fletcher Challenge Group of 

Companies (one of Australasia's largest and most diverse business entities). Comprising 

three major business areas, investment, Management and Development, the compnay 

has an excellent earnings record through the efficient management and control of all 

assets and resources. The portfolio. which is one of the largest in the country 

encompasses the ownership and management of shopping centres and prime commercial 

property situated throughout New Zealand, landstocks and new office developments (with 

several in the advanced planning stage and a number under negotiation and construction) 

The company is one of ten autonomous units and as such operates independently with the 

Chief Executive reporting directly to Corporate. The successful candidate will have the 

authority and responsibility for the planned profitable growth of Challenge Properties to 

ensure every advantage is taken of all available opportunities 

Applicants should have 

* A proven track record as a senior executive of a large scale profitable enterprise 

* Commercial acumen with the ability to analyse the market, make sound forward 
projections, establish plans and strategies to ensure profitable growth and achieve- 
ment of objectives 

* Weill developed people management skills, coupled with the ability to lead a highly 
motivated executive team, and ensure the full development of potential 

* Strong entrepreneurial and analytical skills together with sound negotiating ability 

* A background in property, construction or an allied field 

To attract the best available candidates, a very competitive remuneration package is 

offered which fully reflects the importance of the position 

Written applications setting out full background and other relevant information should be 

forwarded in strictest confidence to 


H. A. Fletcher 

Group Managing Director 
Fletcher Challenge Limited 
Private Bag 

Auckland 

New Zealand 





...or there's the GEC SL1 at 
New Portland House, 
Victoria, SW1. 


Wagstaff 


01-629 881 
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ADVERTISEMENT 


DIRECTOR 
ASIA/PACIFIC REGION 
FOR SOUTH MAGAZINE 


South magazine wishes to appoint an Advertisement Sales 
Director for the Asia/Pacific region to be based in 
»ingapore 


[he applicant will ideally be aged between 28-45 and have 
a strong track record in advertisement sales in the region, 
particularly for Japan, South Korea and the ASEAN coun- 
tries. He/she will be expected to travel frequently and 
extensively throughout the region, liaise closely with re- 
gional advertising representatives and be totally responsible 
for the achievement of sales targets. Advertisement sales 
promotion in Asia ts included in the brief. 


Salary and allowances negotiable but will be commensu- 
rate with the qualifications and experience of the 
appointee 


Please send letter of application and CV in full confidence 


South 


to 


The Publisher 

South Publications Ltd 

13th floor, New Zealand House 
80 Haymarket 

London SW1Y 4TS 





Mony office buildings claim to hove the very 
latest telephone communication systems. 
Some we are sure ore very good, others aren't 


At New Portiond House we really hove one of 
‘the very latest’ international communication 
systems, the GEC Reliance SL1 which 
incorporates short code dialling, direct 
dialling, hunting group facilities, night service 
management control, call information logging 
equipment, sove and repeat facility and 
automatic forwarding. 


Of course, New Portlond House is renowned for 
other omenities such os excellent office 
accommodation, car parking, superb views 
beautiful location and excellent transport 
facilities, essential for today’s successful 
businesses. 


New Portland House has office accommodation 
available in floors of 11,000 sq.ft. 


New Portiand House with its telephone 
system will be great for you and your 
business. 


= : Ring Gooch G Wagstoff 
i for more information, 
l wont to borrow a 10p? 
FA P- 
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Look carefully at the star above and you'll 
find that it’s made up of four arrowheads. 

Each arrowhead comprises two ‘stretched’ 
rectangles which contain, in Arab calligraphy, 
two words: Commercial Bank. 

This is the corporate symbol of the Com- 
mercial Bank of Kuwait, famous both here and 
overseas for its pioneering approach to Middle 
East banking. 

Among many significant achievements, we 
were the first Kuwaiti bank to establish a foreign 
exchange dealing room; first to introduce auto- 
mated letters of credit; and first to have all our 
branches linked on-line to a central computer. 

Now we're leading the way with such soph- 
isticated treasury instruments as forward rate 
agreements, interest rate swaps, currency options 
and interest rate options. 


MF A STAR 


Increasingly the Bank is becoming more 
international in its outlook. With strong reliable 
contacts in 89 countries, a full federal branch in 
New York and a European representative office in 
London. 

In short, Commercial Bank of Kuwait can 
offer you a fresh alternative for your banking needs. 

Many major companies in the USA, Japan, 
Europe, the Middle and Far East are already 
enjoying the benefits of our wide range of 
services. 

So could you. And at very competitive prices, 
too. 

Bear us in mind next time you have a special 
need, We promise you an open mind and some 
very imaginative thinking. 

And as Kuwaitis we've got a long history of 
trading expertise to draw on. 


Lugs SSJ] 
Commercial Bank of Kuwait 


Kuwait: P.O, Box 2861 Safat, Kuwait. Telephone 2411001. Telex 22004 CBKKT. 
New York: 350 Park Avenue, New York 1022-6090, Telephone (212) 207 2420. Telex 421 744 CBK NY. 
European Representative Office: St. Alphage House, 2 Fore Street, London EC2Y SDA. Telephone 01-638 2019. Telex 881 4627 CITYSP-G. 





` 









Life without nuclear 


A century from now, Chernobyl will be seen in one of 
two ways: as the beginning of the end of nuclear energy 
or as an unfortunate hiccough in its adolescence. The 
dict will depend on politics, not technology. Cherno- 
has persuaded many people—and not just Greens— 
wat nuclear power is too dangerous at any price. Few 
people yet understand the price of doing without it. 

That price is not unbearable; few prices are. Mankind 
is not so dependent on nuclear power that a decision to 
abandon it would cripple civilisation. A mere 5% of the 
world’s energy and 15% of its electricity (but four times 
that much in France) come from nuclear reactors. 
There are plenty of ways in which, given time, even 
Frenchmen could meet their energy needs from other 
sources without returning to the dark ages (see pages 
82-83). Oil, natural gas and coal, though finite, are all in 
temporary surplus and much cheaper—for the mo- 
ment—than they were in 1980. If energy prices tripled, 
many other resources, from windmills to sugar cane and 
tar sands, could profitably fuel the world. 

The issue is not technology. With enough time and 
money, men in white coats can meet most technical 
challenges. The questions that matter for energy’s 
“we are duller: cost, safety and environmental ac- 

tability. A non-nuclear answer is a poor one, for at 
least three reasons: it would mean dearer energy; more 
pollution; and slower economic growth. 


High prices are a drag 

The, world had good reasons for going nuclear. Coun- 
tries wanted to reduce their dependence on dirty, 
‘dangerous-to-mine coal, and later their dependence on 
cartelised oil. They wanted a way of generating electric- 
ity that was reliable, smokeless and untouched by 
OPEC. And they wanted to keep energy prices low. By 
the year 2000, the OECD countries will, on current 
trends, rely on nuclear power for a quarter of their 
electricity. Without nuclear power, they will have to use 
that much more oil, coal or gas. Since few renewable 
sources could make much of a contribution by then, it is 
a fair bet that energy prices would have to double—at 
least—in a non-nuclear world. 

Would that matter? Energy and prosperity are twins 
that march together. Between 1949 and the Yom 
Kippur war of 1973, every extra dollar of real gross 
national product increased energy consumption by 30 
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megajoules. So static did the ratio between growth and - . 
energy consumption become during that period that it- 


began to look like an iron law. 


It wasn’t. After the oil shock of 1973, the twins fell — 
out of step. Although America’s real GNP grew by 31% | 
between 1973 and 1984, its consumption of energy 


dropped by 1%. Conservationists have seized on such 


statistics to show that—given thrift—prosperity can 


grow without more energy. They pose a reasonable — 


question: since cheap power from finite fossil fuels will — 
not last, and since economies can grow without a — 
matching growth in energy consumption, why not let | 


the underlying scarcity of oil drive up the price of- 


energy and so encourage both conservation and the 
development of renewable sources of power? ' 

What they leave out of account is the special position 
of tomorrow’s industrial countries. Conservation is one 
reason for the falling demand for energy in today’s 
industrial countries, but changes in the structure of 


pa 


their industry are just as important. Each year, more 


Americans, Japanese and Europeans earn their livin 


by moving electrons around computer screens or work- 


ing in salad bars, fewer by wielding blowtorches. 
The poorer countries are still hungry for energy. As a 


nation industrialises, its demand for energy goes up 
faster than its growth; only later does the ratio stabilise 


or fall. It happened in America, where energy use per 


unit of GNP grew by 15% between 1900 and 1914. It is © 


happening in every developing country now, and will do 


so even more as peasants find fewer trees to cut down — 
and switch to commercial sources of power. If energy — 
prices are pushed up by today’s Chernobyl-shocked _ 
rich, they will stunt the future Americas and Japans in 
their infancy. You do not have to drive a gas-guzzler to — 


want cheap energy. 


Still the question remains: why nuclear, since split- — 


ting atoms is not the only new way of making electric- 
ity? The world’s demand could be satisfied by huge new 
windmills, solar panels or sugar cane. The price, 


however, would be unaffordable for at least half of | 


mankind: if a developing country installed enough 


photovoltaic cells to satisfy demand at today’s energy 
prices, it would bankrupt itself in servicing the loans 


that financed the investment. 


To which the champions of alternative energy have a 
riposte: if as much money had been spent on developing — 
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solar or other renewable sources as has been spent on 
nuclear power, such techniques might now produce 
energy as cheaply as reactors. They are almost right, 
but not right enough: There are inherent problems with 
renewable energy that will always keep the cost high. It 
needs large areas of land; it is intermittent; and the sun 
cannot be turned up simply because 50m people turn on 





their kettles during the commercial break in “Dallas”. 

This is not to disparage renewable energy, but to 
recognise that its limited future is in the next century, 
not this one. The lessons of Chernobyl may yet be so 
awful that mankind should abandon nuclear power. But 
be aware that the consequences of doing so will be to 
stifle growth in the countries that need it most. 





If Thatcher spends more 


Extra public spending is no guarantee of more jobs 


Margaret Thatcher this week reshuffled her cabinet in 
another attempt to meet the long-standing complaints 
of her supporters that her policies are badly presented. 
That charge matters less than it used to. As the 
Treasury begins negotiations on publie spending in the 
1987-88 financial (and election) year, a growing number 
of Conservatives are changing their tune. It is not the 
messengers that are in doubt, but the message. 

For all Mrs Thatcher’s achievement of low inflation 
and steady growth, the jobless total remains the mark of 
Cain on her record. Surely, say the critics—wets, 
consolidators and those MPs worried at their own 
imminent unemployment—the government should 
switch priorities to attack unemployment and show that 
modern Toryism is not hard and uncaring, even if they 
have given up hope of Mrs Thatcher appearing that 
way. In other words, instead of cutting taxes in his 
budget next spring, as he all but promised last March, 
the chancellor, Mr Nigel Lawson, should be ready to 
boost public spending in ways that create jobs. 

Such a switch would upset Mr Lawson. He wants to 
be remembered for cutting the basic rate of income tax 
to 25p, not for giving Britain a better class of sewer. But 
he cannot argue that higher public spending would 
automatically overturn the government’s financial strat- 
egy. The core of that strategy is control over the money 
supply and the budget deficit. Both would be unaffect- 
ed if a few billions more in taxes matched a few billions 
more in spending. Unlike the Labour party, the Con- 
servative wets are not—or not yet—demanding bigger 
deficits and, with them, a higher level of aggregate 
demand. To that extent, Thatcherism still rules. 

The quarrel within the cabinet and on the back- 
benches is over a simple question that ought to be 
uncontroversial: is a high-tax, high-public-spending mix 
of fiscal policy more likely to create jobs than a low-tax, 
low-spending one? The answer is yes (probably) in the 
short term, and no (certainly) in the long term. Yes in 
the short term, because higher public spending feeds 
into the economy more quickly than lower taxes— 
unless it be public investment projects that are held up 
by endless planning inquiries. No in the longer term, for 
two reasons. 

First, most of the jobs that extra public spending can 
quickly create are chosen by bureaucrats and tend to be 
less productive than ones that would otherwise have 
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been chosen, after a while, by the private sector. They 
are therefore less likely to prompt a virtuous, widening 
circle of rising output and employment. Second, higher 
public spending has a nasty habit of meaning little mo 
than higher public-sector wages. This is where some 
Mrs Thatcher’s extra spending has gone, because she 
has never been prepared to get really tough on public- 
sector pay. From there, it is a short step to a vicious 
circle of rising prices, rising wages and even higher 
unemployment in the economy as a whole. 

The trouble is that few of Mrs Thatcher’s MPs and 
ministers any longer see life in the long term. They want 
Mr Lawson to lance the political boil of unemployment 
as fast as he can. Precious few of them see virtue in the 
Thatcher-Lawson wish to hold back public spending so 
as to permit a 25p rate of income tax next March. 
Opinion polls show a 60-70% public preference for 
higher public spending, especially on programmes such 
as education, health and training. Add to this (1) a 
barrage of promises from opposition politicians to 
“create” a million jobs a year by increasing public 
borrowing and (2) the inclination of newly-appointed 
spending ministers to prove their virility, and Mrs 
Thatcher has a real, not presentational, policy crisis +^ 
resolve in cabinet discussions this summer. 


At least unjam the labour market 

Mrs Thatcher is clearly not going to be deflected from 
her determination to lower taxes. She could, however, 
direct her cuts to achieve the biggest benefit for 
employment. For example, Mr Lawson could cut the 
payroll tax (employers’ national insurance contribu- 
tions) as well as or instead of cutting income tax. That 
would directly reduce the cost of giving somebody a 
job, and hence increase the demand for labour. This 
kind of “caring” expenditure has another advantage. It 
might help remedy the biggest funk in seven years of 
Thatcherism: the failure to make Britain’s arthritic 
labour market work more smoothly. At present, Britain 
combines an unemployment rate of nearly 14% with 
real wages that are rising by 5% a year. The best that 
Treasury ministers can do is parrot barely different 
versions of Mr James Callaghan’s old speeches—those 
in work must ignore the free market and voluntarily 
accept smaller pay rises to let others have jobs. Most 
Tory politicians, like all their Treasury civil servants, 
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have never met a private-sector payroll. 

Mrs Thatcher can also make sure that where she does 
spend public money, she does so in ways that increase 
job opportûnities. She is still doing the opposite, by 
conceding norm-busting increases whenever a political- 
ly sensitive group of government workers says boo to 
her backbenchers. This week the nurses received 
10%—three times the rate of inflation—and the armed 
forces 8%. The police got another 3,000 jobs on the 
Strength of a “crime wave” which seven years of 
extravagant increases in pay and numbers have conspic- 


uously failed to curb. Instead, the cabinet could concen- 
trate any increases in public spending on high-profile 
projects with maximum appeal to floating voters: from 
by-passes to universities, cottage hospitals to inner-city 
home improvements. Extra money would go, wherever 
feasible, on sub-contracts with local private-sector 
employers and suppliers. Such a programme would be 
easy to publicise. It would help the private sector. It 
could be made labour-intensive. It would not do much 
for Britain’s long-term vitality, but it might work 
wonders at the polls. 





The cloud over Gorbachev 


™hernobyl’s lesson for Russia's leader 


e political fall-out from the Chernobyl nuclear acci- 
dent is slowly settling on Moscow. One casualty is 
Mikhail Gorbachev's reputation for decisiveness and 
openness. What other leader would stay’ silent for 18 
days while his country suffered the worst disaster in the 
history of nuclear power? What other system would let 
him? How quickly Mr Gorbachev and his Communist 
party recover from the after-effects of Chernobyl will 
depend on how determined he is to change the system 
that mishandled it. 

The refusal to admit, first to any sort of accident, 
then to the disaster that spewed radiation over the rest 
of Europe, undid much of Mr Gorbachev's careful 
effort to portray himself as the thinking man’s Russian 
boss—somebody the West could trust enough to deal 
with. Long after Europeans, in East and West, are back 
to eating spinach and drinking fresh milk, the suspicion 
will linger that those first denials would have been 
brazened out for much longer had it not been for the 
oeiger counters set clicking in Stockholm, Warsaw and 

me. Mr Gorbachev’s offer last week on Soviet 

evision to talk about safety at nuclear power plants 
was an attempt to repair some of the damage to his 
standing abroad. It might have succeeded—if it had 
come two weeks earlier. 


Blame the system, not the local folk 

At home, too, Mr Gorbachev's prestige has been 
weakened. His still-too-detailed plans for heavy indus- 
try depended on a rapidly growing supply of nuclear 
energy, and now need to be revised. His handling of the 
disaster was about as skilled as Richard Nixon’s han- 
dling of Watergate. The realisation of how much their 
government initially did not tell them will have angered 
many Russians—and not just those jostling for tickets 
to leave nearby Kiev as panic filled the silence. Why 
trust a government, they will ask, that does not trust its 
people with the truth? Chernobyl will not cause Rus- 
sia’s Communist party to lose a single vote below the 
100% pre-arranged for it at the next election, but 
millions will react with a weary cynicism to Mr Gorba- 
chev’s pleas for harder work and less corruption. 
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Officials in the Kremlin have been careful so far to 
pin the blame on local bungling in the Ukraine. But the 
real failure lies with the one-party system. Because the 
party runs the economy, and promotion depends on 
having a good record, the natural instinct of any official 
is to cut corners and hope that he will be promoted in 
time for any consequent disasters to be blamed on the 
next man. The system is geared to trumpeting success- 
es, not to admitting and correcting failures. 

To his credit, Mr Gorbachev has tried to change some 
of that. Soviet newspapers have been told to uncover 
the cover-ups and name the people responsible. But it is 
still the party’s high officials who decide what is to be 
investigated, and which dirty linen can be displayed. 
Reform-from-above in the Soviet Union has a crippling 
limitation: there is no outside power—whether it be a 
carping press, alternative political parties or the disci- 
pline of the market—to help officials sift different views 
on what needs to be done, or to check and balance what 
they decide to do. The reformers whom Mr Gorbachev 
has brought into the party have made their careers in, 
and still depend for their promotions on, the system 
they are supposed to shake up. They are unlikely to 
want to change it much. 

Yet even if the aim of Mr Gorbachey’s reforms is only 
a better run one-party system, he should draw some 
lessons from Chernobyl. First, the party needs to learn 
how to pull back a little and let professional managers 
do their jobs properly. The proposed international talks 
on nuclear safety would be a step in that direction, but 
more is needed. Much of Soviet industry is sealed off 
from outside eyes. Some of it can match the best in the 
world; most of it cannot. Giving managers greater 
scope to challenge party bosses on professional stan- 
dards, such as quality and safety, would help. So would 
allowing them to compare their standards openly with 
those in the West. 

A second lesson is that secrecy hampers leaders as 
well as the led. The Politburo was told of the Chernobyl 
accident quickly, but learned of its full danger only a 
day or two later. Disclosing information quickly, and 
keeping people better informed, is a habit Russia’s 
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-bureaucrats ı recoil from, partly because herci is no nosy 
_ press to start complaining when things go wrong. In the 
-= name of economic efficiency, Mr Gorbachev has loos- 
_ ened the muzzle on the Soviet press. He could loosen it 
a lot more without risking a bite in the calf. 

The strength of any system is measured by how well it 
+ reacts to the unexpected. Mr Gorbachev failed the first 
_ test that ere set for him: to make a public 


‘Taming the Tigers 
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-Force alone will not work in Sri Lanka 


= The danger of Sri Lanka’s offensive against the Tamil 
- Tiger guerrillas is that the government will forget the 
central point about its fight. Guns alone will never 
enable it to win its war against the island’s Tamil 
_ separatists. It needs better guns—or, more precisely, a 
 better-trained army to use them against the right 
_ targets—but it needs two other things more. One is to 
_ split off the moderate Tamils, who are willing to deal 
_ peacefully, from the Tigers and the other guerrilla 
_ groups, who probably are not. To do that, President 
= Junius Jayewardene will have to break with his past 
_ practice and offer terms that the moderates could 
_ accept. Such an offer is a condition of the second thing 
_ Sri Lanka must have: India’s help in getting a settle- 
_ ment negotiated and then in enforcing it. 

= Mr Jayewardene’s government does not yet seem to 
_ take peace talks seriously. On May 17th, while Sri 
_ Lankan and Indian officials were supposedly trying to 
-= work out terms to offer the Tamils, the Sri Lankan army 
launched its offensive, which is intended to break the 
_ guerrillas’ hold on the Jaffna peninsula at the northern 
a tip of the island. The offensive made little headway, but 
= was continuing this week with bombardments of north- 
ern cities. 

_ The military answer that Mr Jayewardene has been 
= seeking will continue to elude him. But this conflict, 
unlike many ethnic or religious-based hatreds, still 
seems politically soluble. The solution lies in a federal 
a RD icnastitation similar to India’s. Sri Lanka’s northern and 
= eastern regions, where most of its Tamil minority is 
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_ Insider trading is finance’s oldest profession. That is no 
_ reason to tolerate it. The charges of insider dealing now 
-being made by America’s Securities and Exchange 
- Commission (SEC) against a well-known investment 
poke, the largest such case ever pursued, will serve a 
wider purpose if they prompt Wall Street into an 
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Dealers in the know 


Wall Street needs the trust of investors, so must make sure it deserves it 
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demonstration of his isadershin: Hes now faces another. 
He has so far been able to do little to change the way the 
Soviet Union is run. Yet if he wants a new stick with 
which to bully his more cautious colleagues fnto reform- _ 
ing faster, Chernobyl has given it to him. Using it will 
be risky. Not using it means courting greater failures in 
the future. That is the Chernobyl choice, and Mr 
Gorbachev's chance. 
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concentrated, might then be run by local elected 
administrations which would maintain their own police 
forces, collect some revenue and control education. 

The Tamils are not a majority in the eastern prove 
ince: a third of its inhabitants are Sinhalese and another 
third Muslims. If the northern and eastern provinces 
were united, as the Tamils want, those communities 
would become Tamil-dominated minorities. It might be 
better, although geographically inelegant, to carve out 
the mainly Sinhalese and Muslim districts and let them 
choose whether to join the Tamil-run provinces. 

The Indian government could sell a deal of this kind 
to the moderate Tamils, and could hobble any guerrillas 
that rejected it by closing down their camps in south 
India and stopping their traffic in arms and fighters 
across the Palk Strait. India’s prime minister, Mr Rajiv 
Gandhi, would have to put peace above party: in the 
south Indian state of Tamil Nadu his Congress party 
holds power in alliance with a local Tamil party. 

If Mr Gandhi is to stick his neck out again, he will 
need more co-operation from the Sri Lankan govern- 
ment than he has received so far. President Jayewar- 
dene and the hawks in his cabinet have aborted everv 
embryonic peace plan. They are making a mistake. T 
war is a drain on Sri Lanka, has killed off tourism ana +v 
harming agricultural production. As terrorism spreads 
southwards to the capital, Colombo, the war is imperil- 
ling the lives, as well as the livelihoods, of Mr Jayewar- 
dene’s own Sinhalese people. They will not thank their 
president for being stubborn. 








overdue examination of the way it does its business. 
Prosecutions cannot abolish insider trading in finan- 
cial markets any more than doctors can abolish dis- 
ease—indeed, the more doctors or regulators there are, 
the more cases are discovered. All markets are vulnera- 
ble to insiders who stack the odds in their favour Py 
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Imagine a market with more consumers 
than America and Europe combined. 


Where imports grew by 38% in 1984. 


Where 100 million people watch an evening 
TV programme and there are 104 TV stations. 


With 1300 newspapers with a combined 
readership of 200 million, 3000 periodicals 
and 167 radio stations. 


Where the domestic advertising industry has 
grown by 50% per annum in the last 5 years. 


Whose export advertising has increased by 
over 82% in 1984 alone. 


A market which is anxious to do business 
with you. 


Its called China. 
Shouldn't you be there? 








South Rao and the China National For more information please write to the address 
Advertising Association for Foreign Economic below stating your interest as a delegate, sponsor or 
Relations ar and Trade are so the first ever exhibitor. 


international 


advertising and marketing co and Jim Fleury, Beijing 87 - Third World 
exhibition to be held i in in China at the Creat all of the mt 


Advertising Congress, South Publications (UK) Ltd 
13th F oor New Zealand House, 80 Hayma 
London SWIY 4TS. Telephone number: 01-930 8411 


ay business or 01.839 9309. Telex: 01-881 4201 TRIMED G. 
oi the vase anette alread referred to as the 


advertising and aes pdr? decade. 











Please send me further information on Beijing 87 - Third Wor 
Advertising Congress. My i nheres io Cidden [S sponsor, ebi 
Jim Fleury, Beijing 87 - Third World Advertising Congress, 
Cafon South Publications (UK) Ltd. 
Pamy 13th Floor, New Zealand House. 
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“100% foreign ownership. 
Unlimited transfer of profit and capital. 
No corporate taxes 

for a minimum of 15 years. . | 
No personal income taxes.» . - “Where on earth is this place?” 
No import/export taxes. 
No sponsorship restrictions. 
Its just the base were looking for | 
to set up our new business!” 


YOUR NEW BASE FOR MIDDLE EAST MARKETS 


Is a trading/industrial base with direct access to of benefits including new trading freedoms, cheap 
Middle East markets a futuristic dream? energy sources, international telecommunications 
Not any more. systems, a modern infrastructure and the largest man- 
Dubai's Jebel Ali Free Zone has made it easy for your made port in the world right on our doorstep. 
company to set up operations in the region. And only Jebel Ali Free Zone --- there's no place on earth that 
at Jebel Ali Free Zone will you have the benefit of offers you more. Send for our informative brochure 
retaining 100% ownership. Many international today. 

corporations have already taken advantage of a galaxy 


Jebel Ali Free 
Zone Authority 


For further information contact 
Mr. Charles S. Heath 
Jebel Ali Free Zone Authority 


Box 3258, Dubai, United Arab f 


No space prodlernts 
So shuttle ower fast! 
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Cable: PAJADURBR-UAF 








acting on privileged information. The markets which 
best serve the public are those where the law and self- 
regulatory bodies at least try to live up to the principle 
that every investor—from pensioner to pension fund— 
should feel confident of getting a fair price. By rigging 
that price, insider dealing destroys that trust. 

The SEC’s case against Mr Dennis Levine, a banker 
last at Drexel Burnham Lambert who allegedly 
amassed illegal profits in 1980-85 of over $12m from his 
dealing, has touched Wall Street on some sensitive 
nerves. If proved correct, the SEC’s case suggests that 
the bull market of recent years has excited a level of 
personal greed which even seasoned moneymen may 
find shocking; and the details of the charge cast 
suspicion on new ways of doing business in American 
financial markets. Mr Levine was at first accused of 
making illegal profits from trading in the shares of 54 
companies, but 35 of them were not clients of his then 
employers. If the SEC pursues, and proves, its case, the 

lication is that Mr Levine was tipped off either by 
people at other firms who were in league with him, or 
by the growing number of professional speculators who 
thrive on and propagate rumours about mergers. 


You buy before my bid, and we both make money 

The Levine case may be a product of Wall Street’s 
evolution. The merger boom of the 1980s has given 
insiders a chance to make big profits from advance news 
of billion-dollar deals. It has increased the number of 
insiders, since hundreds of brokers, bankers, lawyers 
and accountants now work on the largest mergers—and 


most of their clerks have access to Xerox machines. At 
the same time, the banks which arrange mergers have 
become big traders on their own account—so are 
tempted to profit from clients’ secrets. The SEC recently 
accused blue-chip First Boston of using information 
from a client to make trading profits. 

Inside information has also become a takeover weap- 
on. Bankers working for a company making a hostile 
bid can increase their chances of success by letting 
speculators—some 200 professional speculators or “‘ar- 
bitrageurs”’, including other investment banks—know 
what they are doing, tempting them to buy the target 
company’s shares before the rest of the market gets 
wind of the bid. Since the arbitrageurs will be more 
ready than the institutions to sell to the predator at a 
quick profit, the bid succeeds more easily. 

The SEC faces a tough task. Efficient markets dissem- 
inate information quickly—so somebody has to know 
first, and defining an insider is difficult. A person who 
profits by acting on a rumour is surely not as culpable as 
he who spreads it—but arbitrageurs get inside informa- 
tion masquerading as rumour. Some theorists argue 
that there would be no insider trading without insider- 
trading laws; their response to the difficulties of polic- 
ing is that deals should not be policed at all. Do not 
swallow that. The evidence from banking scams in 
Hongkong, share-ramping in Tokyo and the scandals at 
Lloyd’s and the London Metal Exchange is that a 
market whose morality is monitored by law is healthier 
than ones where self-regulation alone is meant to 
control self-interest. 





Does Ramboer want reform? 


South Africa’s President Botha has strengthened the hand of 


those he sees as his enemies 


2re are two possible explanations for Monday’s 
~~.nbings by South African aircraft and troops against 
facilities used by the exiled African National Congress 
in Lusaka, Harare and Gabarone. Either they were 
intended by the South African government to halt 
progress towards a deal with the ANC; or they were a 
sop to the far right as a prelude to such a deal. In either 
case, it would be wrong to hand President Botha a 
victory by calling off the current Commonwealth initia- 
tive, under which a group of seven eminent white and 
black men have been putting a set of sensible proposals 
to the South Africans. It is for Mr Botha to respond to 
them or face the consequences. 

For white South Africa, no conceivable defensive 
purpose was served by the raids. The ANC in exile has 
more diplomatic than military significance. At home it 
has little direct control over the burgeoning bands of 
“comrades” in the townships. The bombings ensure 
continued support for the ANC among front-line states 
and make it harder for its leaders to talk about reform 
with Pretoria. Military interventions in Angola and 
Mozambique over the past decade have done little to 
THE MAY 24 1986 
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improve South Africa’s security, merely leaving unsta- 
ble and impoverished regimes along its borders. The 
two new targets, Zambia and Zimbabwe, are not likely 
to be cowed into obeisance by force of arms. Certainly 
they need South Africa economically, but this incursion 
will postpone the regional recognition that South Africa 
craves. Outside Africa, those who have argued against 
imposing sanctions on President Botha’s regime will be 
less willing to do so again: rational debate is the first 
victim when the bombs fly. 

The assaults, therefore, had no military logic. They 
were a crude manifestation of President Botha’s belief 
in negotiating only from a position of strength. That he 
felt obliged to authorise them shows just how tenuous 
remains his hold on the progress of political change. He 
is under right-wing pressure to go slow, both from 
inside his cabinet and from the wider Afrikaner com- 
munity. The steps taken in the. past year—ending the 
pass laws and preparing a framework (albeit a ram- 
shackle one) for negotiations with the blacks—have 
eroded his political base. The raids were meant to 
indicate to nervous whites that Mr Botha has not gone 
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soft on terrorism and does not intend taking instruction 
on political reform from local liberals or from the 
Commonwealth. Whatever he may do next, he had to 
show he was still his own man. 

The raids nonetheless demonstrate how far the 
current surge in ANC support—both inside and outside 
South Africa—has got beneath the government’s skin. 
The Commonwealth initiative originally seemed a rath- 
er weak result of this surge; surprisingly, it has since 
proved more effective in promoting the idea of change 
than years of high-profile American diplomacy. The 
South African cabinet is now publicly divided over 
whether some internal recognition should be given to 





the ANC. Each month that passes, with mounting 
violence in the black townships, adds weight to the 
arguments of the foreign minister, Mr Pik Botha, that 
an internal dialogue must be established with blacks 
who have a real following in the townships, if only to 
help towards that Holy Grail of regimes under pressure, 
the creation of moderate leaders with whom to deal. 
The effect of outside pressure on the course of this 
debate is hard to judge. But, against the odds, the 
Commonwealth initiative does seem to have made 
some headway. The seven wise men from the Common- 
wealth should keep at it, and not let the supporters of 
apartheid drive them into an early admission of defeat. 





Towns in the country 


More people want to live in the south-east of England. Why can’t they? 


Should the builders be allowed to dot complete new 
towns over the countryside of southern England? A 
public inquiry into the first such proposal—there are 
others and will be more—has just ended. The plan, by a 
consortium of big builders, to create ‘‘Tillingham Hall”, 
with several thousand dwellings, in the green belt east 
of London, has aroused fierce opposition. 

Part of the argument is about numbers. The builders 
say there is, and will be, a large demand for owner- 
occupied housing in the south-east that they cannot 
meet unless the planners release more building land. 
Too little is available now, they say; so land prices are 
soaring; so house prices are soaring; and new settle- 
ments like Tillingham Hall would ease these pressures. 
Their critics deny every one of these claims. 

On one point the builders are certainly right: land 
prices in the south-east outside London are indeed 
shooting up—by an official 30% from 1983 to 1984, and 
at least as fast according to anecdotal evidence since. 
But that does not prove more land should be released, 
nor that house prices would be slowed if it were. 
Building land is indeed in short supply, but builders 
would not bid up the price if they could not pass it on, in 
higher prices for houses. The cost and availability of 
mortgages—and earnings to finance them—are the 
biggest influence on those prices. 

The builders have a better case on a point where their 
figures may be wrong. Over the 1980s, the south-east 
will acquire about 600,000 new dwellings. The region’s 
county planners reckon that in the decade from 1991, 
which is when the new towns would make an impact, 
only 460,000 will be “needed” (whatever that may 
mean). That is a net figure (ie, more must be built, to 
allow for demolitions) but it includes conversions, 
typically through splitting one large house into flats. Of 
this total, say the planners, half to two-thirds could be 
sited within existing conurbations, 150,000 of them in 
Greater London. The environment department, much 
to the builders’ dismay, broadly agrees. 

Maybe. But the London figure will take some reach- 
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ing. Even granted 4,000 conversions, each year it 
demands 11,000 new dwellings—well above the pre- 
sent, shrinking, level. London's revivified docklands 
are running out of housing sites; the big Thamesmead 
development, now switched to the semi-private sector, 
has not yet aroused the demand it hopes for. Site-costs 
are huge: perhaps £1m an acre in a far-from-fancy bit of 
inner London, at least half that in a decent suburb. 
Labour councils, reckoning owner-occupation does 
little for the poor, are often slow to sell their own land 
to house builders, and some obstruct planning applica- 
tions even for privately-owned land. Site-clearance 
costs can be an obstacle; more often the problem is a 
whole derelict neighbourhood, which no one builder 
can clear up. But perhaps the biggest obstacle is the 
cost—in tied-up capital and thus interest charges—of 
the time needed to assemble a site and get planning 
permission. Some of these difficulties can be overcom> 
Local councils that want to regenerate their areas m 
act accordingly. The docklands experiment has sho.... 
how builders rush in once a whole area improves. But 
that means central government spending first. 


Rent controls threaten fields 2 
No government could or should ignore the argument 
for building houses where people want to live. On the 
other hand—every argument about planning permis- 
sion has a second hand—there must be a presumption 
against building over a shrunken countryside, green 
belt or not. That presumption brings one desirable 
result: by keeping up land prices in the home counties, 
it encourages builders to develop land in inner London. 
But that is only a half-policy for helping the market to 
increase the amount of housing in London. The other 
half is to scrap rent controls, which keep lots of existing 
homes under-occupied or empty. Because the Thatcher 
government feared the electoral consequences of end- 
ing decades of rent control, it has brought on itself the 
trickier issue of the green belt instead. Timid yesterday, 
cornered today, unpopular tomorrow.. 
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LLOYDS LIST 


FLEMINGS 


LONDON :NEW YORK: TOKYO: HONG KONG ‘SYDNEY 


The flotation of the largest 
private company on the London Market. 


The largest 
takeover defence of a British company. 


The largest UK equity issue 
ever planned for a single project financing. 
JARDINE FLEMING 
CORPORATE FINANCE 


CONTACT: JAMES BRUCE, JARDINE FLEMING (SECURITIES) LIMITED, 46TH FLOOR, CONNAUGHT CENTRE, PO. BOX 70 GPO, HONG KONG. TELEPHONE 5-8438888. 


CONTACT: YOSHIO HOSHINO OR JULIAN BRIANT, JARDINE FLEMING (SECURITIES) LIMITED, 

YAMATO SEIMEI BUILDING, 6TH FLOOR, 1-7 UCHISAIWAI-CHO I-CHOME CHIYODA-KU TOKYO 100. TELEPHONE 03 508 026! 
CONTACT: CHRISTOPHER GRUBB, JARDINE FLEMING (AUSTRALIA) PTY LIMITED, LEVEL 14. AMP CENTRE, 

50 BRIDGE STREET, SYDNEY NS. W. 2000. TELEPHONE 02-235 3144, 


This announcement appears as a matter of record only. 
April, 1986 


U.S. $150,000,000 


Pre-Export and Import Facility 


Lead Managers 
BankAmerica Capital Markets Group Bankers Trust International Limited 


Irving Trust Company Midland Bank International 
The National Bank of Kuwait S.A.K. 


Managers 


Al Bank Al Saudi Al Fransi Al UBAF Banking Group 
(The Saudi French Bank) 


Amsterdam-Rotterdam Bank N.V. Associated Japanese Bank (International) Limited 
Banca Nazionale dell 'Agricoltura The Bank of Kuwait and the Middle East K.S.C. 


London Branch 


The Bank of Tokyo Ltd., (OBU) Bahrain Banque Paribas (London) 


Chase Investment Bank The Commercial Bank of Kuwait, S.A.K. 


Crédit Agricole, London Branch Crédit Commercial de France 
Dresdner Bank Aktiengesellschaft Gulf International Bank B.S.C. 
The Industrial Bank of Kuwait K.S.C. Kredietbank N.V., London Branch 


(Licensed Deposit Taker) 
Kuwait Asia Bank E.C. National Bank of Pakistan Rabobank Nederland 


Saudi American Bank Société Générale Standard Chartered Bank State Bank of India 


Funds provided by 
Bank of America NT & SA Bankers Trust Company Irving Trust Company 
Midland Bank plc The National Bank of Kuwait S.A.K, Al Bank Al Saudi Al Fransi 


(The Saudi Preach Bank) 
Amsterdam-Rotterdam Bank N.V. Associated Japanese Bank (International) Limited Banca Nazionale dell Agricoltura 
L 


ondon Brang 


The Bank of Kuwait and the Middle East K.S.C. The Bank of Tokyo Ltd., (OBU) Bahrain Banque Paribas (London) 
The Chase Manhattan Bank, N.A. The Commercial Bank of Kuwait, S.A.K. Crédit Agricole, London Branch 
Crédit Commercial de France Dresdner Bank Aktiengesellschaft Gulf International Bank B.S.C. 
The Industrial Bank of Kuwait K.S.C. Kredietbank N.V., London Branch Kuwait Asia Bank E.C. 
National Bank of Pakistan Rabobank Nederland aes “a Ba American Bank Société Générale 
Standard Chartered Bank State Bank of India UBAF Arab American Bank 


Union de Banques Arabes et Françaises — U.B.A.F. ALUBAF Arab International Bank E.C. 


Bankers Trust Company 
Agent 












j > 
gog 4 Sor i 
i 








a Tae r 
á #, -Á A 

CHE yel y 
. Seu” _* 


INT 







RNATIONAL 


ie a Wi aS 
aT in a he yei 





Botha’s answer for the 


diplomats 


FROM OUR SOUTH AFRICA CORRESPONDENT 


Trying to make sense of the South Afri- 
can government's behaviour is often a 
baffling exercise. Were the raids into 
Zambia, Zimbabwe and Botswana on 
/ 19th a blunder or a carefully timed 
cution of a thump-and-talk strategy? 
About the only thing that seems clear is 
that the official reason—to stop terrorist 
actions by the African National Con- 
is not the real one. 

A Botswana footballer and a Namibian 
refugee were killed in the raids, 15-other 
people were injured and a suburban 
house and several minor buildings were 
damaged. Even if ANC supply routes were 
temporarily disrupted, the military gains 
were piffling. You have to look elsewhere 
to discover why President P. W. Botha 
was prepared to launch a raid that is likely 
to cost him dearly in the outside world. 

The explanation is probably to be 
found in Afrikaner politics. As the two- 
year-old violence in the black townships 
grows, so does the bitterness of conserva- 
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tive Afrikaners’ hostility to Mr Botha’s 
reforms. He is accused of being dictated 
to by outsiders and, out of deference to 
them, of showing a reluctance to get 
tough with black trouble-makers. 

The most extreme of the far-right 
movements, called the Afrikaner Weer- 
standsbeweging (Afrikaner Resistance 
Movement), which a year ago was regard- 
ed as little more than a lunatic fringe 
group, recently drew a crowd of 6,000 to 
the Pretoria city hall. Last month the 
government’s information head, Mr Lou- 
is Nel, had to abandon a party meeting in 
the Transvaal town of Brits when right- 
wingers shouted him down. A Botha 
worried about his right wing would not 
wish to be seen contemplating the release 
of the ANC leader Nelson Mandela and 
the unbanning of the ANC. 

There is no danger, however, of the far 
right unseating Mr Botha’s government. 
Even if it gained half the Afrikaner vote, 
it would still claim less than a third of the 
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total white electorate. But the govern- 


ment is committed, historically and emo- r 


tionally, to maintaining Afrikaner soli- 
darity if it can. It is sensitive to defections 
on the right. A display of kragdadigheid, 
or toughness, is its usual method for 
trying to reassure doubters. Sometimes 
this “toughness” hurts the country’s 
economy and international relations. This 
happened with Mr Botha’s “Rubicon” _ 
speech last August, which sent the Rand © 

plummeting. It dumbfounds foreigners, 
who thought they were seeing a new 
sophistication in Pretoria. But it happens. — 

An optimist would like to find a thump- 
and-talk message tucked away in this 
week’s raids. It is conceivable Mr Botha 
was displaying kragdadigheid to secure 
his right wing while he prepares to release 
Mr Mandela and begin negotiating with a 
legalised ANC. Maybe. But to launch the — 
raids while the Commonwealth’s “‘emi- 
nent persons group” (EPG) was in South 
Africa was bizarre timing at best. The EPG 
has been the most plausible recent inter- 
mediary in South Africa; and when the 
raids came it was in the midst of some 
delicate diplomacy between Cape Town 
and the ANC’s headquarters in Lusaka. 

The EPG has been acting on the as- 
sumption that the ANC would be the chief 
voice of South Africa’s blacks in any 
negotiation. Mr Botha, however, now 
says that South Africa has “the capacity 
and the will to break the ANC”. The 
recent raids were only the “first instal- 
ment’. Such strong language, however 
generously it is discounted because of Mr 
Botha’s need to placate his Afrikaner 
right, does not point to a readiness to take 
the EPG's suggestions seriously. 

The raid was a blow to the EPG’s 
efforts, and one Commonwealth diplo- 
mat remarked that “it appears to spell the 
end of the whole initiative, and therefore 
of the last chance for South Africa as far 
as the rest of the world is concerned”. But 
Mr Malcolm Fraser, the former Austra- © 
lian prime minister who is co-chairman of 
the EPG, insisted, the day after the raids, © 
that they had not killed the group’s initia- 
tive. Diplomats at the Commonwealth 
secretariat in London think that conces- 
sions will not be wrung out of Mr Botha 
before the group reports back to the 49 
Commonwealth countries by the end of 
June. But they also think the EPG will live — 
to fight another day. 

The EPG’s immediate aim, therefore, is 
to hang together. For that to happen, __ 
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A run for your money 


Television begat Band Aid, which begat 
Live Aid, which begat Sport Aid. On 
May 25th, Sport Aid plans to use some of 
the most complicated twentieth-century 
technology to focus attention on Africa’s 
biblical plagues of famine and pestilence 
(and its right up-to-date one of foreign 
debt). The trickiest live satellite show yet 
mounted will allow about 700m viewers 
to watch 20m compassionate joggers all 
over the world running a sponsored 
10km to aid long-term development pro- 
jects in Africa. The date was chosen 
because the United Nations special ses- 
sion on Africa opens on May 27th. 

The television news agency Visnews 
showed the famine in Ethiopia to the 
television-owning world in October 
1984. Since then, modern communica- 
tions techniques in the hands of people 
who know how to take advantage of 
them have widened the circle of aid 
givers to the world’s poorest. First, Bob 
Geldof tapped the pop culture with his 
Band Aid record put out to aid Ethiopi- 
an famine victims in November 1984. 
Then he combined music, television, 
plastic money and telecoms to allow 
viewers of the Live Aid concerts in July 
1985 instantly to put their money where 
their hearts were. 

Chris Long, the Briton behind Sport 
Aid, has now got some 222 cities in 68 
countries to stage simultaneous fund- 


Britain will probably have to be persuad- 
ed to change tune (unless Mr Botha does 
the unexpected and makes a remarkable 
concession during the next month). The 
EPG Is likely to recommend further eco- 
nomic sanctions against South Africa. 
Britain was the odd one out at the Com- 
monwealth debate in the Bahamas last 
year, but grudgingly agreed that the im- 
position of “further economic measures” 
against South Africa would be considered 
if the EPG reported no progress towards 
ending apartheid. 

If the report is gloomy, as is likely, the 
Commonwealth will be hard put to keep 
Mrs Thatcher within the consensus. 
When Commonwealth heads meet again 
in August, they may discuss a ban on 
buying South African food and a cut-off 


raising runs. The entire cabinet of Bur- 
kina Faso has been ordered to run. A 
two-hour extravaganza will be shown 
live by television networks in 43 coun- 
tries. Another 300m people will follow 
the event on radio. But some countries 
will not be watching. No American net- 
work wants the Sport Aid transmission, 
partly because Americans will be worry- 
ing about their own poor on May 25th, 
“Hands across America” day (see page 
39). Scandinavian television program- 
mers say that another aid marathon will 
be boring. 

The money raised by Sport Aid will be 
shared between the United Nations chil- 
dren’s fund, UNICEF, and the Band Aid 
Trust, which spends money raised by the 
other “Aids”. UNICEF has used its offices 
in more than 160 countries to promote 
sponsored sports events. Other United 
Nations agencies will be jealous that the 
fund will get a lot of cash. But they may 
think UNICEF unwise to link itself to the 
punchy, and fairly political, television 
messages on Africa’s plight which have 
been donated to Sport Aid by advertis- 
ing companies. But if the other UN 
agencies concerned with Africa’s fam- 
ine, the Food and Agriculture Organisa- 
tion in particular, had been more adept 
at using mass communications, they 
might have prevented the grisly story 
that started all this from ever happening. 





of direct air links. If Mrs Thatcher refuses 
to go along with further sanctions, the 
EPG will be finished as the negotiating 
instrument of a united Commonwealth. 
Mr Botha will be delighted. 

If the EPG sticks together, will Mr 
Botha then say he wants to talk to it 
again? Probably. South Africa has shown 
with Namibia that it never likes to slam 
negotiating doors completely shut. Mean- 
time, Mr Botha will inch ahead with his 
own cautious reforms. 

These are unlikely to include releasing 
Mr Mandela and legalising the ANC. In- 
stead, Mr Botha is now setting up a 
national council as the main negotiating 
body for a new constitution. It will proba- 
bly consist of 20 people, including six 
tribal “homelands” leaders and four oth- 





er blacks drawn from local black councils, 
which ANC supporters denounce (with 
reason) as stooge bodies. Mr Botha will 
nominate all of them. The formula is 

unchanged. The unrest will grow. 


Philippines 


Divided they may 
fall 


FROM OUR MANILA CORRESPONDENT 


More than 200 Communist guerrillas 
have been executed by fellow rebels in 
the past three months in what appears to 
be a major power struggle within the 
Communist party of the Philippines. 
Army intelligence sources claim that the 
party is now bitterly divided betwe 
those who are prepared to accept an of 
of amnesty from the new government of 
Mrs Cory Aquino and those who want to 
fight on. 

The army claims that 130 Communists 
have been killed by fellow members of 
the New People’s Army this year in three 
provinces on the island of Mindanao, in 
the southern Philippines. Intramural kill- 
ings in other regions have also been 
reported to your correspondent. The 
army says that the rebels were murdered 
because the Communists suspected them 
of being informers and infiltrators, called 
“zombies”. 

Some of the rebels were simply fed up 
with the 17-year-old insurrection and 
wanted to resume a normal life. Three 
weeks ago the most celebrated guerrilla in 
the Philippines, the renegade priest Fa- 
ther Conrado Balqeg, announced that he 
was breaking with the NPA because he 
opposed attacks on soldiers when N~ 
Aquino was offering peace. He and 
1,000 rebels in northern Luzon are now 
negotiating with the government to end 
the fighting in their area. Many other 
rebels are believed to be turning in their 
arms, although less publicly then Father 
Balqeg. The Communist hard-liners are 
understandably worried. 

The party appears to have split into two 
factions. The hard-liners are led by Mr 
Rodolfo Salas. In a three-page document, 
“The New Situation and the Immediate 
Tasks”, which Mr Salas circulated to 
party members following Mrs Aquino’s 
triumph, he called for the “continuation 
of the armed struggle” against the “reac- 
tionary” Aquino government, and for the 
“exacerbation” of the country’s problems 
so that the “contradictions between the 
conservative and bourgeois-liberal sec- 
tions of the regime” could be increased. 
The Salas faction believes that the 
Aquino government will not last, and that 
when the army takes power it will renege 
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on any promise of amnesty given to the 
Communists. 

The faction prepared to talk to Mrs 
Aquino is led by Mr Antonio Zumel, 
chairman of the main Communist front 
organisation, the National Democratic 
Front. Mr Zumel, who is a former jour- 
nalist and the brother of an army general, 
argues that the Communists made a bad 
error by boycotting February’s presiden- 
tial election. He says they can recover by 
openly endorsing the enormously popular 
Mrs Aquino and using their sympathisers 
in her government to secure the best 
amnesty terms possible, including the un- 
banning of the party. 

Mr Salas and Mr Zumel met on neutral 
ground in Luzon at the end of April to try 
to settle their differences. Mr Salas 
agreed to endorse cease-fire negotiations 
-with the government to restore some 

nity in the party. But he is distrusted by 
de Zumel camp. The killings of “zom- 
bies” and “pacifists’’ have continued. 
There is talk among Communists of a 
possible coup against Mr Salas, who is 
party chairman; some of his men may 
already have been killed. 

Mrs Aquino is anxious to end the 
insurgency. Her armed forces chief, Gen- 
eral Fidel Ramos, was no doubt exagger- 
ating when he said last week that the 
Philippines was becoming “a new Viet- 
nam”. Nevertheless, since Mrs Aquino 
came to power, more than 1,000 people— 
soldiers, guerrillas and civilians—have 
been killed in rebel attacks, most of them 
staged by Salas supporters with the aim of 
provoking army retaliation and giving the 
government a bad name. The violence 
since Mrs Aquino took over seems to be a 
sign that the insurgency is in trouble. But 
the surrender of Mr Zumel’s followers 
would give the government the visible 
success it badly needs. 
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israel 


Not quite at home 





Relations between Zionists and Britain 
have long been chequered. A. J. Bal- 
four’s declaration, in 1917, that there 
should be a “national home for the Jews 
in Palestine” by no means ended the 
acrimony. Between the country that the 
Zionists created out of Palestine in 1948 
and the country that more or less grudg- 
ingly let them create it, an awkward 
ambivalence lingers. 

On May 24th Mrs Thatcher is to be- 
come the first British prime minister to 
visit Israel while in office. She is less 
ambivalent about the Jewish state than 
most of her predecessors. Many of her 
friends are Jewish—and Zionist. In the 
past year there have been five Jews in her 
cabinet. She shares with Israelis the same 
gut hatred of terrorists, be they Arab or 
Irish. She is likely to be attracted by the 
get-up-and-go of the still youthful Jewish 
state. Most Israelis like what they hear of 
Mrs Thatcher. Yet Israeli-British rela- 
tions will probably stay prickly. 

One reason is that Israelis have long 
memories. They remember the harsh im- 
migration quotas of the post-war British 
Labour government, whose policy kept 
out many Jews who wanted to settle in 
Palestine. In 1973 Britain, for a year, 
embargoed arms sales to Israel. In 1979 it 
said it was unable to sell Israel oil. 

Israelis have long regarded the British 
foreign office as a nest of romantic anti- 
Zionist Arabists befuddled by the image 
of the noble Bedouin in the desert. For 
their part, many Britons remember the 
blowing up of the King David Hotel in 
Jerusalem in 1946, an act of terrorism that 
killed more than 80 people, many of them 
British. The recent prime minister, Mr 





Balfour deciaiming in Palestine 
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Menahem Begin, was a member of the 
group that did it. And yet, for many 
Israelis, London is the place to go for 
visits abroad. British literature, theatre, 
television and what is still regarded as the 
British way of life—tolerance and parlia- 
mentary democracy—are revered. 

Mr Shimon Peres, Israel’s prime minis- 
ter, hopes Mrs Thatcher can be persuad- 
ed to act as a bridge to King Hussein of 
Jordan. He would like her to nudge the 
king to shrug off the Palestine Liberation 
Organisation and talk to Israel face-to- 
face. Mrs Thatcher's instincts may be 
sympathetic. But she is unlikely to change 
British policy. Britain signed the Europe- 
an community’s declaration in Venice in 
1981 favouring Palestinian self-determi- 
nation (often viewed as a code phrase for 
an independent Palestinian state on the 
West Bank) and arguing that the PLO 
should be part of negotiations. 

Whatever Mrs Thatcher’s views, gener- 
al British attitudes to Israel have changed 
in the past two decades. The left, once 
broadly pro-Israel, has become far less 
friendly. The political allegiance of Brit- 
ish Jews has altered too. Two decades ago 
34 Jews were Labour MPs and two were 
Conservative MPs. By 1983 11 were La- 
bour and 17 Conservative. Opinion polls 
suggest that British people, though still 
keener in general on Israel than on Ar- 
abs, are much less pro-Israel than before. 
In February a poll recorded 18% as being 
“more sympathetic to Israel”; 7% pre- 
ferred the Arabs; the rest were don’t- 
knows or “nothing in it”. Four years ago 
the pro-Israel figure was 25%. 


Human rights 


Target for tyrants 


Even on paper, only half of the world’s 
160-odd states have ratified the United 
Nations covenants on human rights. In 
practice, only one state in five is taking 
those convenants seriously, even though 
they came into force ten years ago. In the 
UN General Assembly there is, behind the 
lip-service to basic human rights, a large 
majority inherently hostile to them. Mili- 
tary, communist and other repressive re- 
gimes often forget their proclaimed ideo- 
logical enmities and gang up in 
human-rights debates to shield each other 
from awkward questioning. 

They now see a new chance of avoiding 
some of these embarrassments. Although 
the UN is in deep financial trouble, the 
secretary-general’s plea for a three-week 
cut in this year’s assembly session has 
been rebuffed. A reduction of the assem- 
bly’s repetitive verbosity would mean 
pure gain for the UN: a saving of money, 
an improved public image, more impact 
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for its pronouncements. Many delegates, 
however, cannot bear to think of shorten- 
ing their annual ego trip. Some of them 
would much prefer to cut down on things 
their governments dislike—such as UN 
work on human rights. 

A particular target for repressive re- 
gimes is the sub-commission concerned 
with protecting minorities and preventing 
discrimination. Unusually, this small 
group’s ground rules (which date from 
1947) allow members to sit there as indi- 
viduals, not as state representatives; and 
it has developed a healthy degree of 
independence. It has offended both revo- 
lutionary and reactionary governments by 
its persistent probes into matters ranging 
from the use of torture to mass “disap- 
pearances”’ and the continuing existence 
of slavery. One of its working groups has 
even been bold enough to hear com- 
plaints of persecution made by private 
persons against their own rulers. 

It is not surprising that a proposal has 
been made—purely as an economy mea- 
sure, of course—to cancel this summer's 
meeting of the sub-commission. A num- 
ber of unofficial groups working in the 
human rights field have both protested 
and offered, if need be, to meet the cost 
of the meeting themselves. This ought to 
shame the UN’s member states. It ought 
to make them agree that the financial 
shears must at least trim the assembly’s 
wasteful talking before they fall on one 
small part of the UN which has indisput- 
ably done humanity good service. Will it? 


Canada 


A hapless 
homecoming 


FROM OUR CANADA CORRESPONDENT 





Nearly all recent prime ministers of Cana- 
da have had to contend with scandals at 
cabinet level. The Diefenbaker cabinet 
suffered from a minister’s association 
with a German prostitute; the Pearson 
cabinet from a minister's association with 
a drug smuggler. The wave of patronage 
appointments that accompanied Mr 
Pierre Trudeau’s resignation rocked his 
successor, Mr John Turner. Mr Brian 
Mulroney has now found that the triumph 
of his Conservatives in the 1984 elec- 
tion—they won 212 of the 282 House of 
Commons seats, the largest majority in 
Canadian history—has given him no im- 
munity from such troubles. In the past 15 
months he has lost five of his cabinet 
ministers through forced resignations. 
The fifth to go, Mr Sinclair Stevens, 
resigned on May 12th while the prime 
minister was far away in Asia. Mr Stevens 
had been charged with conflict of interest: 





Asia was kinder to Mulroney 


his wife, who is a lawyer, had negotiated a 
C$2.6m ($1.9m) loan through a Toronto 
firm that has received large grants from 
his Department of Regional Industrial 
Expansion. For two weeks the Liberal 
opposition had kept up such a barrage of 
allegations about Mr Stevens’ business 
connections that it drowned out the re- 
ports of Mr Mulroney’s own good sales- 
manship at the Tokyo summit and during 
his visits to China and South Korea. 

This affair has undermined public trust 
in Mr Mulroney himself and respect for 
the deputy prime minister, Mr Erik Niel- 
sen. A tight-lipped Yukoner, Mr Nielsen 
cut a sorry figure by stonewalling for two 
weeks with the argument that Mr Stevens 
had not violated the government's code of 
conduct because, on becoming a minister, 
he had put his business holdings, includ- 
ing those in the real estate firm that 
received the loan, into a “blind trust” 
(meaning he had no control over how his 
holdings were managed). 

Some of the damage to Mr Mulroney 
was self-inflicted. When he eventually 
appointed a judicial inquiry, he seemed to 
prejudge its outcome by predicting that 
Mr Stevens would some day rejoin the 
cabinet. Last year many people had been 
troubled by Mr Mulroney's contradictory 
statements about 1m cans of tainted tuna, 
an incident over which the fisheries minis- 
ter, Mr John Fraser, had to resign; and by 
the collapse of two banks in western 
Canada after the federal government 
made an expensive attempt to rescue 
them. Those troubled people had more 
nagging thoughts this month. A respected 
columnist, Mr Christopher Young, wrote 
that Mr Mulroney and his deputy “have 
taught us to doubt their word because 
they don’t play straight when the going 


gets tough”’. 
Two further embarrassments greeted 


the prime minister when he returned to 
Ottawa on May 15th from *his Asian 
travels. Mr Robert Toupin, a Montreal 
lawyer elected as a Conservative in 1984, 
left the party on May 14th, speaking of 
unspecified but “profound” disagree- 
ments, to sit in parliament as an indepen- 
dent. Next day another Tory mp, Mr 
Michel Gravel, a former contractor, was 
charged with 50 counts of influence-ped- 
dling and breach of trust. This was in 
connection with the building of a museum 
in Hull, the Quebec city adjacent to 
Ottawa which the prime minister had 
designated as Mr Gravel’s political fief. 

Lastly, there has been the Deaver af- 
fair. Although the subject has not created 
as much fuss in Canada as in the United 
States, the Liberal opposition has been 
asking awkward questions about the gov- 
ernment’s hiring of Mr Michael Deaver as 
a Washington lobbyist last year, only a 
few weeks after he ceased to be deputy 
chief of staff at the White House. 

This dismal recital may do little practi- 
cal damage: the Conservatives should not 
have to face the electorate for at least two 
years. But they have few achievements to 
boast of so far, except for a slight decline 
in unemployment and the restoring of 
fairly peaceful relations with the prov- 
inces. And the other side of the balance 
sheet shows a growing list of bungled 
affairs and increasing disaffection in Que- 
bec: the province which’ Mr Mulroney 
captured so spectacularly in 1984 and 
which he cannot afford to lose to the 
Liberals again. 


Dominican Republic 


The survivor strikes 
back 


The Dominican Republic’s latest presi- 
dential election, on May 16th, was just 
like the four previous ones. There wert 
accusations of fraud as vote-counting got 
under way, two members of the electoral 
board resigned, and counting was tempo- 
rarily suspended. By mid-week, it looked 
as if the veteran conservative, Mr Joaquin 
Balaguer, who is 78, blind and frail, 
would be declared the winner: he was 
35,000 votes ahead of his nearest rival, 
Mr Jacobo Majluta. It was less clear 
whether Mr Balaguer will be able to give 
the country the shake-up it needs. 

Mr Balaguer is a survivor. He was the 
last vice-president of the dictator Rafael 
Trujillo, who ruled the country for 31 
years until his assassination in 1961. Tur- 
moil followed. After the intervention of 
United States Marines (at the head of a 
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All Warrants have been offered outside the United States and may not at any time be offered or sold in the 
United States or to citizens or residents thereof. This announcement appears as a matter of record only. 


Shearson Lehman Brothers Inc. 


has publicly offered 


U.S. $125,000,000 


principal amount of 


Series A Split Fee Warrants to Purchase 
7%% U.S. Treasury Bonds Due May 15, 2016 


and 


U.S. $100,000,000 


principal amount of 


Series B Split Fee Warrants to Sell 
7⁄4% U.S. Treasury Bonds Due May 15, 2016 


and 


U.S. $150,000,000 
principal amount of 


Series C Split Fee Warrants to Purchase 
732% U.S. Treasury Notes Due May 15, 1996 


Shearson Lehman Brothers International 


Selling Agent 
May, 1986 
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INTERIM REPORT 1986 


The group’s profit before taxation increased to £140.2 million 
for the half year ended 31st March, 1986, compared with 
£131.9 million for the corresponding period of the previous 
year. If the same exchange rates as a year ago had been used 
to translate the results of overseas subsidiaries into sterling, 
the group's profit would have been £13.4 million higher. 
Earnings per share increased by 10.4%, from 11.5p to 12.7p. 


An interim dividend of 4.0p per share is to be paid, 
representing an increase of 10.0% over the corresponding 
dividend last year of 3.636p per share (adjusted for the 
subsequent one for ten capitalisation issue). 


The group has made a number of acquisitions and disposals 
in the last year or so which distort comparisons between the 
first half of the current year and the corresponding period of 
the previous year. But for the effect of these, and the impact 
of movements in exchange rates on translation of the external 
sales of overseas subsidiaries into sterling, the group's 
turnover would have been higher than a year ago. 


The United Kingdom sector made very satisfactory progress 
and achieved a 19.5% increase in trading profit compared 
with the corresponding period of the previous year. Higher 
sales volumes in Brewing reflected the substantial 
investment in brand development which has been made in 
recent years, whilst Consumer Services benefited particularly 
from the success of its licensed retailing and industrial 
catering activities. Foods’ trading profit was significantly 
higher than a year ago despite the sale of its liquid milk 
business in the north of England. 


The results of the United States sector benefited from an 
improvement in margins in the cigarette business and, despite 
the fall in demand for fitness equipment, the trading profit 
expressed in US dollars was 11.1% higher than a year ago. 


In the International sector, Hotels maintained its trading 
profit, even as the market for hotel accommodation in Europe 
began to lose some of its buoyancy. Wines and Spirits 
continued to make good progress in almost all its markets 
and, but for the increasing weakness of the US dollar against 
sterling, would also have achieved a small increase in trading 
profit. 

The reduction in the interest charge was attributable in the 
main to lower interest rates and to favourable exchange rate 
movements. 


The interim dividend for the year ended 30th September, 
1986 of 4.0p per share will be paid on 6th October, 1986 to 
shareholders on the register on 29th August, 1986. The cost of 
the interim dividend will be £34.0 million (1985 — £30.7 
million). 

A valuation of the group’s main UK pension fund, which has 
assets with a market value in excess of £500 million, is 
currently being completed by the consulting actuaries. 
Although preliminary calculations indicate a substantial 
surplus, it is intended to await publication of the 
Government's proposals for the control of pension fund 
surpluses generally before considering how best to apply this 
surplus. 


15th May, 1986 S. G. Grinstead Chairman 















Half year to 31 March 
(unaudited) 


1986 1985 


Year to 
30 Sept. 


1985 






































Turnover £m £m £m 
United Kingdom 
Brewing 315.8 302.1 643.2 
Consumer Services 568.8 579.6 1,234.2 
Foods 342.6 367.6 778.1 
United States 
Consumer Products 625.9 765.7 1,502.1 
International 
Hotels 170.2 183.9 376.7 
Wines and Spirits 547.7 551.5 1,055.2 
2,571.0 2,750.4 5,589.5 
Trading Profit 
United Kingdom 
Brewing 34.2 30.3 78.8 
Consumer Services 33.2 28.3 75.3 
Foods 15.9 11.1 27.6 
United States 
Consumer Products 35.4 38.8 84.3 
International 
Hotels 10.7 10.6 37.6 
Wines and Spirits 62.1 68.6 149.6 
191.5 187.7 453.2 
Interest (51.3) (55.8) (105.9) 
Profit on 
activities before taxation 140.2 131.9 347.3 
Taxation (30.6) (34.6) (76.4) 
Profit on ordinary 
activities after taxation 109.6 97.3 270.9 
Minority shareholders’ | 
interests (1.5) (2.4) (4.2) 
Preference dividends (0.2) 10.2) (0.5) 
Profit attributable to 
ordinary shareholders 
before extraordinary items 107.9 94.7 266.2 
Extraordinary items 17.1 26.0 5.9 
Profit after extraordinary 
items 125.0 120.7 272.1 
Earnings per share 12.7p 11.5p 31.9p 





NOTES: 
1 Profits and losses of overseas subsidiaries are translated into sterling at 
weighted average rates of exchange. 


2 The charge for taxation is estimated on the basis that the rate of UK 
corporation tax will be 37.5% (1985 - 42.5%) and includes overseas taxation of 
£12.9 million (1985 — £14.4 million). 


3 The figures of earnings per share are calculated by reference to the profit 
attributable to ordinary shareholders before extraordinary items. They have 
been adjusted to take account of the capitalisation issue of one ordinary share 


for every ten shares held at the close of business on 31st January, 1986. 
4 The figures for the year to 30th September, 1985 have been extracted from 


accounts which have been filed with the Registrar of Companies and contain 
an unqualified audit report. 
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token inter-American force), Mr Bala- 
guer won the presidential election of 
1966; he won again in 1970 and 1974. 
With the bdcking of the army, he presided 
over a period of steady economic growth 
made possible by high sugar prices, and 
bought political support with state 
handouts. 

Then things turned sour. Mr Balaguer, 
who lost the election in 1978, left office 
over the objections of some generals who 
unsuccessfully threatened a coup in his 
favour. His successor, Mr Antonio Guz- 
man, of the centrist Democratic Revolu- 
tionary party, was constantly harassed by 
his Senate president, Mr Salvador Jorge 
Blanco, who succeeded him as president 


Not so sweet 


ANN 





1978 79 80 8 82 83 84 85 86* 


Sources: IMF. IEAS *Latest 


and was, in turn, harassed by his Senate 
president, Mr Majluta (the party’s presi- 
dential candidate this time). 

The economy went badly wrong too. 
First came the oil-price shocks of the 
1970s. Then the United States Congress 
steadily cut the Dominican Republic’s 
quota for sugar imports at higher-than- 
market prices, from 975,000 tons in 1977 
to 216,000 tons this year. The world price 
of sugar, the country’s main export, has 
crashed, so the cuts have hurt. Living 
standards, health care and infant mortal- 
ity rates have all got much worse, in a 
poor country that shares an island with 
wretched Haiti. At least 20% of the work- 
force is unemployed. The population (of 
6.6m) is growing at 2.7% a year. 

Nonetheless, pushed by commercial 
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creditors and the International Monetary 
Fund, the government is making changes 
that could improve things. The overval- 
ued peso was floated in January 1985, and 
has settled down at 2.8-2.9 to the dollar. 
Private sugar-growers are trying to switch 
to tomatoes, pineapples, oranges and 
okra, all of which can be exported to the 
United States (so long as the American 
farm lobby fails to keep them out). The 
tax on traditional exports has been cut 
from 36% to 18% and may be removed 
altogether. Monetary policy has been 
tight and inflation in the past nine months 
has been at a modest annual rate of 9%. 

The next Dominican government ought 
to be able to go for export-led growth. It 
will have to shake up the sluggish state 
sugar corporation (CEA), which has been 
slow to move into more lucrative crops. 
The poorly managed state electricity 
company needs some live wires. About 
30% of the supply is probably stolen by 
the thousands of people, from slum- 
dwellers to hotel managers, who tap pow- 
er lines. 

Dominican democrats now have a 
chance to resume the country’s economic 
growth and improve living standards. If 
they make a hash of it, the leftist Domin- 
can Liberation party, now in third place 
and gaining steadily, will cause trouble in 
congress. And it will be ready to offer a 
radical alternative to Mr Balaguer at the 
next election. 


Peru 


A hard-to-break 


habit 


FROM A SPECIAL IN LIMA 





Peru's illegal coca industry, which sup- 
plies half the world’s cocaine, is out of 
control. The interior vice-minister, Mr 
Agustin Mantilla, complains that the 
United States is refusing to help until 
Peru comes to terms with the creditors 
who hold its foreign debt of $14 billion. 
‘What has one got to do with the other?” 
he asks. Quite a lot, is the answer. 

The United States Drug Enforcement 
Agency has set aside $4.7m this year to 
pay peasants to rip up coca plants, one by 
one, in Peru’s Upper Huallaga River 
Valley. The agency is also supposed to 
help Peruvian police fight the smugglers. 
There is not much progress on either 
front. The area planted with coca keeps 
spreading and now covers 150,000 hect- 
ares. This yields 12,000-15,000 tonnes of 
coca paste a year. So far this year, the 
police have seized only 30 tonnes. 

The drug mafia is efficient. The paste is 
flown to laboratories in the rain forests of 
Brazil, Colombia and northern Peru. The 


INTERNATIONAL 
landing-strips are well hidden. Some have 
collapsible huts to make them look like 
villages. Since 8% of Peru’s coca is grown 
legally for the pharmaceutical industry 
and for traditional chewing, it is hard 
even to identify the illegal fields. 

The police investigate at their own risk. 
In April coca growers ambushed an anti- 
drug squad, killing five policemen and a 
government lawyer. Without surveillance 
equipment, helicopters or heavy arms, 
the police are no match for the drug 
barons. “We can keep on fighting day 
after day,” says Mr Mantilla, “and it 
won't make any difference”. 

The drug traffickers get on well with 
the army. In 1982 Peru's Maoist guerril- 
las, who call themselves the Shining Path, 
moved into the coca belt to take advan- 
tage of popular resentment against the 
police. Growing violence led to a state of 
emergency in which the army took over 
from the police. The soldiers ignored 
common crime and fought exclusively 
against the guerrillas. Coca production 
boomed; some army officers reportedly 
got rich. Now that the army has mostly 
pulled out of the area, Mr Mantilla says 
the mafia is whipping up guerrilla vio- 
lence in order to draw the troops back in 
again. 

One way to take on both the traffickers 
and the guerrillas would be by heavy 
investment in farming and industry in the 
coca belt. A programme contributing to 
this is the one Mr Mantilla says is “linked 
to the resolution of the foreign debt”. 


Meanwhile, the United States Agency for 


International Development runs a crop 
substitution scheme that costs $5m a year. 
Farmers are encouraged to switch from 
coca to, for instance, tea, cocoa or rice. 
Few have been persuaded. Coca grows on 
poor, steep land and gives four to six 
harvests a year. The mafia offers credit, 
fertiliser, and prices up to 15 times what 
farmers get for other cash crops. Those 
who choose not to grow coca (often 
Protestant converts) have to pay their 
help at wage-rates which have been swol- 
len by demand from the coca plantations. 

The American effort to control the 
coca trade is a mere token. The Canadi- 
ans and Europeans—whose countries are 
also big consumers of cocaine—are doing 
even less. So it is surprising the Peruvians 
are trying at all. Coca cushions Peru 
against economic hardship. Legal exports 
could be as low as $2.6 billion this year. A 
central bank study calculates that cocaine 
brings the country an extra $600m in 
foreign exchange, and is by far the biggest 
single source of dollars. This is where 
Peru’s foreign-debt troubles enter in. 
“Cynically speaking, coca is useful to the 
country,” says Mr Mantilla. “But we have 
a moral commitment to fight it. That is 
our pact with the world’s youth.” 
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Kampuchea 





Vietnam thinks again 


Seven years after Vietnam invaded Kampuchea and overthrew Pol Pot’s 


bloody regime, Kampuchean guerrillas are still fightin 


against the 


occupation. They are inflicting heavy losses on the Vietnamese. Is 
Vietnam weary enough with the war to want to settle it? A correspon- 
dent reports from the Thai-Kampuchean border 


The dry season has ended. There was no 
repetition this year of Vietnam’s usual 
offensive against the guerrilla and refugee 
camps across the Kampuchean border in 
Thailand. The 140,000 people of Site 
Two, the biggest of the refugee camps, 
are for the first time settling down to 
regular work, even to farming. They had 
no time for either in previous years: the 
camp has been moved at least five times 
because of Vietnamese shelling. It is still 
only a few miles from the border, and 
well within range of Vietnamese guns. 
But this year they have been mostly 
silent. 

The war is being carried on inside 
Kampuchea instead. Both sides are ma- 
noeuvring for a better bargaining position 
in the peace talks which, surprisingly, 
some observers now give a chance of 
success. The Vietnamese have laid more 
than Im mines along the 450-mile long 
border to try to seal it off. One Kampu- 
chean refugee in every 100 is said to have 
lost feet and legs in blasts from wood- 
covered mines, which escape convention- 
al metal detectors. 

The Vietnamese have moved in 
strength into the diamond-shaped wedge 
of eastern Thailand that cuts into Kampu- 
chea—a place where many of the guerrilla 
trails into Kampuchea begin. They have 
tried to seal other crossing points with 
fences and patrols. Inside Kampuchea the 
Vietnamese have staged some fierce at- 
tacks on the guerrillas. They have used 
Russian-supplied helicopter gunships 
and, with less success, trays of bombs that 
are kicked off aircraft into the scrub- 
covered country below. The field hospi- 
tals of the refugee camps are filled with 
the limbless. 

The Vietnamese campaign has not bro- 
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ken the resistance. A glance at the num- 
bers suggests why. The rule of thumb in a 
guerrilla war is that the defending army 
needs a ten-to-one advantage in manpow- 
er to defeat the insurgents. In Kampu- 
chea it is no more than four-to-one. 

On one side stand the 160,000-180,000- 
strong Vietnamese army and the 40,000- 
man army of the Vietnam-backed Kam- 
puchean government of Mr Heng Samrin. 
Ranged against them are around 40,000- 
50,000 communist Khmers Rouges; 
6,000-10,000 fighters belonging to a frag- 
mented group under a pro-western demo- 
crat, Mr Son Sann; and some 3,000-6,000 
armed men loyal to the country’s former 
ruler, Prince Sihanouk. The guerrillas are 
inflicting more casualties than the Viet- 
namese: some 5,000 guerrillas are 
thought to have been killed or wounded 
last year, compared with about 7,000 
Vietnamese. 

The guerrillas are getting into Kampu- 
chea down four main paths (see map). 
The Khmers Rouges have been picking 
off Vietnamese units in the mountainous 
regions of western Kampuchea. In the 
open country to the north, Khmers 
Rouges and members of Son Sann’s army 
still seem to be getting across the border 
to carry out raids around Battambang 
(where the airfield and fuel tanks were 
damaged in the first joint raid by all three 
resistance groups last month). They are 
also attacking around Angkor Wat 
(where a score of people on both sides 
were killed in a skirmish last month), and 
in the marshland around the Tonle Sap 
lake. 

The Vietnamese army is well en- 
trenched at the base of the low mountain 
escarpment that runs along Kampuchea’s 
northern border. But raids are being 
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Will they march away by 1990? 


carried out behind Vietnamese lines from 
Prince Sihanouk’s bases inside Kampu- 
chea. The Sihanouk guerrillas appear to 
have abandoned their villages on the Thai 
side; they return across the border from 
time to time—out of uniform, as required 
by the Thais—for rest and recreation with 
their families in the comfortable refugee 
camps. Farther east, the Khmers Rouges 
use a trail that runs inside Laos and 
alongside Vietnam’s border with Kampu- 
chea. They have also struck at targets 
around the capital, Phnom Penh. 

The cockiness of the guerrillas has been 
inflated by defections from Mr Heng 
Samrin’s dispirited army. A unit of 200 
men recently went across to the rebels. 
The Heng Samrin forces are said to leave 
guerrilla units alone, or even to co-oper- 
ate with them. The Vietnamese now keep 
most of the Kampuchean army behind the 
lines. 

The growing strength of the resistance 
is concentrating Vietnamese minds. For a 
professional fighting machine like Viet- 
nam’s, the casualty rate is not alarming. 
But the war shows no sign of ending, and 
the Vietnamese are unhappy with it. 
Whether it can be stopped soon through a 
negotiated settlement depends on two 
things: the relationship between Russia, 
which backs Vietnam, and China, which 
supports the guerrillas; and Vietnam's 
yearning, after four decades of war, for 
some economic development. 


As seen by Moscow, Peking and Hanoi 

Vietnam receives some $3m a day in 
general aid from the Soviet Union, and 
more on top of that to pay for its occupa- 
tion of Kampuchea. In exchange, the 
Soviet Union gets all-but-exclusive use of 
Vietnam’s deep-water port at Cam Ranh 
Bay and of the huge military base at Da 
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Information for Siemens shareholders 


9,000 additional employees 


wda rise in capital investment - continuing growth in German domestic business 


Orders in hand 


Employees 


Structural 


The cyclical nature of the power plant business and above all the 


increased strength of the German mark against the dollar had an 


adverse effect on the percentage changes during the first six 
months of the current financial year, the period from 1 October 1985 
to 31 March 1986. If the power plant business is excluded, German 


During the first six months of last year, Siemens sales grew by a 
significant 33%, to £7,771m owing to the billing of two nuclear power 
plant contracts (Gundremmingen C and Grohnde). Because no nuclear 
power plant was billed in the first half of the current financial year, 
Siemens world sales have dipped 18% to £6,.401m, Excluding the power 
plant business, Siemens recorded a slight growth in total sales, 
including a strong 10% rise in domestic business. In real terms, inter- 
national sales were aiso higher than tast year. 


The level of new orders reflected the absence of new power plant con- 
tracts in the Federal Republic of Germany and the effect of exchange 
rate fluctuations on international business, As a result worldwide order 
intake, at £ 7,263m, was 13% down over the same period last year. 
Without the power plant business, domestic order bookings rose by 
7%. Siemens anticipates that new orders worldwide will exceed 
£15,000m over the current financial year 


Orders in hand moved up 3% to £16,177m during the first six months 
inventories were increased to £5,786m (last year £5,159m) primarily in 
support of long-term systems business. 


Following the 20,000 new jobs created last year, the total number of 
employees was again increased by 9,000 to 357,000 over the first half 
of the current financial year. The workforce was expanded by 5,000 in 
the Federal Republic of Germany and Berlin (West), and 4,000 people 
were added abroad. An average of 352,000 employees were on 
Siemens’ payrolis during the six months under review, 6% more than 
for the same period last year. 


Siemens increased capital expenditure and investment to £657m 
during the first six months, 69% above last year’s comparable figure. 
Capital spending of around £175m is planned for the entire financial 
year. 

Net income after taxes was £185m, yielding a net profit margin of 2.9 % 
as against 2.8% for the entire 1984/85 financial year. 
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domestic sales rose by 10% and domestic new orders by 7%. 
Siemens anticipates continuing growth in domestic and int 
business and as a result has recruited 9,000 additional 
employees and boosted capital investment by 69% to £657m. 
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in % of sales 


All amounts translated at Frankfurt middie rate on 31/3/1986: £1 = DM 3.443. 


change 
in world electrical market 
Volume in billions of DM based on 1985 prices 
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Structural change calls for high rate 
of investment | 


Ten years ago, electronics accounted for one third of the world elec- 
trical market, by 1995 its share will have risen to two thirds. Siemens — 
was quick to respond to the transition from electromechanicaltechno- — 
logy to electronics and today half of its sales consist of electronic 
equipment and systems. This has required considerable capital expen- 
diture, and will continue to do so. Consequently, during the current 
1985/86 financial year, Siemens will once again increase R&D expendi- — 
ture from £140m to roughly £ 160m and boost capital spending from J 
£120m to around £175m. 


Siemens AG 


in Great Britain: Siemens Ltd. 


Siemens House, Windmill Road, Sunbury-on-Thames 
Middlesex, TW16 7HS 
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Nang. The Russians also have the satis- 
faction of seeing a large part of China’s 
armed forces tied down on the Vietnam- 
ese border. 

The Chinese still shell Vietnam, the 
intensity of the attacks depending on the 
time of year. During the dry season, when 
Vietnam attacks Kampuchean guerrilla 
camps, the shelling increases as China 
tries to pin down Vietnamese forces on 
their northern border. During the rainy 
season, when the Kampuchean guerrillas 
are on the attack, the Chinese shelling 
drops off. 

Russia’s interest in keeping Chinese 
forces busy on the Vietnamese border 
would decrease if relations between Rus- 
sia and China warmed up a bit. Kampu- 
chea is one of the three issues China has 
said it wants progress on before it will 
allow the (still minor) improvement in its 
relations with the Soviet Union to go 
much further (the others are disputes 
about the Chinese-Russian border, and 
the Soviet occupation of Afghanistan). 

But Vietnam’s interests are not neces- 
sarily the same, and Vietnam is not as 


~ much at Russia’s beck-and-call as most of 


Eastern Europe is. The Vietnamese con- 
tinue to proclaim loudly that they will be 


K out of Kampuchea by 1990. Vietnam's 
= foreign minister, Mr Nguyen Co Thach, 


has said publicly: “We will agree to an 
accord between the Heng Samrin govern- 
ment and Sihanouk. They can negotiate 
the sharing of power. We will support the 
right of self-determination of the Khmer 
people.” The Kampucheans are sceptical. 
In Vietnam’s attempt to seal the Thai- 
Kampuchean border, and in the migra- 
tion of around 700,000 Vietnamese set- 
tlers into Kampuchea, the Kampuchean 
resistance sees annexationist designs. 

Vietnam has rejected an eight-point 
peace plan put forward by the three 
resistance groups. The plan calls for a 
Vietnamese withdrawal in two stages. 
After the first stage, a four-party govern- 
ment would be set up, consisting of the 
three resistance forces and Mr Heng 
Samrin’s group; Prince Sihanouk would 
become president and Mr Son Sann prime 
minister. Elections supervised by the 
United Nations would then be held, after 
which Vietnam would complete its 
withdrawal. 

The Vietnamese object to two parts of 
the plan. First, while Prince Sihanouk is 
in principle acceptable to them as presi- 
dent, they want Mr Heng Samrin to stay 
on as prime minister. Second, and more 
important, they don’t want even to talk to 


-= the Khmers Rouges, much less allow 


them into the government. The Vietnam- 
ese, not unreasonably, will not withdraw 
unless they can feel fairly sure that the 
Khmers Rouges will not return to wage 
war on them. Nor should the rest of the 
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world, for humanitarian reasons if no 
others, disagree on this point. 

Yet the Khmers Rouges are much the 
strongest resistance force, and would 
have to be dealt with. The eight-point 
plan is designed to allay Vietnamese fears 
that the Khmers Rouges would seize 
power as soon as the new government was 
set up. The presence of Vietnamese 
forces until an election was held would 
prevent this (and give the moderate resis- 
tance groups some reassurance, too). 


If, but and when 
The Vietnamese say the Khmers Rouges 
could still take over Kampuchea the mo- 
ment the last Vietnamese soldier had left. 
Claims by the moderate front man for the 
Khmers Rouges, Mr Khieu Samphan, 
that they now believe in liberal democra- 
cy and capitalism ring hollow, and not 
just in Vietnamese ears. Pol Pot is still 
said to be running the Khmers Rouges 
from behind the scenes, and to be moving 
in and out of Thailand and Kampuchea. 
But the Thais and the Chinese argue 
that they would be able to hold the 
Khmers Rouges to a deal even after 
Vietnam withdrew. Bad behaviour would 
cost the Khmers Rouges Thai and Chi- 
nese support for good, and would be an 
invitation for the Vietnamese to reoccupy 


Brothers apart 


FROM A SPECIAL CORRESPONDENT IN CHINA 


“There is nothing that cannot be solved 
between us brothers.” Thus a senior 
official of China’s civil aviation adminis- 
tration summed up the agreement he and 
his Taiwanese counterpart initialled in 
Hongkong on May 20th. China had rea- 
son to be pleased with itself. This was the 
first official agreement of any kind be- 
tween the two estranged siblings since 
Chiang Kai-shek’s Nationalists fled to 
Taiwan from the mainland in 1949. As a 
result, Taiwan will get back its aircraft 
and two crewmen who were stranded in 
China when the pilot defected there 
earlier this month. China will now do 
what it can to widen this chink in Tai- 
wan’s policy of “no contact” with the 
Communist government in Peking. 

Since Britain and China agreed that 
Hongkong will revert to Chinese sover- 
eignty in 1997, China has been trying to 
entice Taiwan into accepting reunifica- 
tion with the mainland under the same 
“one country, two systems” principle. 
As an earnest of its good intent, the 
Chinese Communist party is saying nice 
things about the man it used to call 
“bandit Chiang Kai-shek”. During last 
year’s commemoration of the fortieth 
anniversary of the defeat of Japan, Chi- 
na acknowledged publicly for the first 
time that Chiang’s Kuomintang troops 
had helped in the victory. 
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Kampuchea. There is some leverage to 
back up the reasoning: arms from China, 
and training within Thailand, have been 
essential for the guerrilla effoft. 

South-East Asia’s fear of Vietnam has 
ebbed in the ten years since the Ameri- 
cans were driven out. Although distrust 
remains, the region’s leaders feel that 
Vietnam is too extended, militarily and 
economically, to take on anything more, 
and may indeed wish to shed the burden 
of Kampuchea. 

A strong, if speculative, reason is a 
seeming change in Vietnam’s economic 
leanings. Some of the generation beneath 
Vietnam’s elderly leadership seems to be 
arguing that western investment could do 
more for the country’s economy than 
Soviet aid. The Vietnamese economy is 
being slightly liberalised, at least on pa- 
per. Farmers are being allowed to marke’ 
some of their crops; some existing smal 
businesses are being tolerated, and new ` 
ones quietly allowed to start up; and state 
companies will have some freedom to set 
their own prices, and to provide rewards 
for higher productivity. As one promi- 
nent observer puts it, “They are due for 
conversion. They need the Japanese and 
the Americans. When they are ready to 
make the change, the serious bargaining 
will start.” 


Chiang’s birthplace in the village of 
Xikou, south of Shanghai, has been done 
up as a tourist shrine. The Chiang family 
tomb, wrecked during the cultural revo- 
lution, has been repaired and the family 
mansion opened to the public. The 
280,000 get who visited Xikou last 
year were shown a rediscovered stone 
tablet inscribed with the words “Blood 
for blood”, erected by Chiang after his 
mother was killed by a Japanese bomb. 
To the new China it symbolises Chiang’s 
old patriotism. 

China’s leaders want to capitalise on 
that. They are hoping that the ailing 76- 
year-old president of Taiwan, Chiang’s 
son, Mr Chiang Ching-kuo, will feel 
nostalgic about his old haunts. He has 
been invited to perform his ancestral 
duties by returning to sweep his mother’s 
grave and reunite his father’s remains 
with hers. But sentimentality has its 
limits, and Mr Chiang has not replied. 

The time for reconciliation may be 
running out. Many of the 70-year-olds 
who run Taiwan were born on the main- 
land, and feel an emotional pull to the 
motherland. Some of their younger suc- 
cessors are more attracted by the grow- 
ing movement for an independent Tai- 
wan that does not pretend to be part of 
China. After all, their mainland brothers 
have changed their minds before. 
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The gas is cheap enough, but do they want the car? 





A triple shock for the economy 


America’s economists are asking what 
lies ahead this year: continued growth, or 
slump? Few can recall such a bewildering 
time. The economy is being wrenched in 
several directions at once, and each of 
these shocks lies outside the range of 

erience on which forecasters have 
vased their models. 

Figures released on May 20th neatly 
sum up the confusion. The Commerce 
Department said that GNP grew at an 
annual rate of 3.7% in the first quarter— 
faster than its earlier estimate of 3.2%, 
and the strongest growth since the econo- 
my clocked up a 5.1% rise in GNP in the 
second quarter of 1984. Most of Wall 
Street’s forecasters had expected the 
3.2% estimate to be revised downwards, 
not upwards. To balance the good news, 
though, the department also announced 
that after-tax corporate. profits fell by 
4.9% in the quarter, the biggest drop 
since the first quarter of 1982. 

Both sets of figures are misleading— 
the strong growth figure too strong, and 
the weak profits figure too weak—and for 
similar reasons. The common factor is 
what has been happening to companies’ 
stocks. Firms built these up more rapidly 
than expected during the first three 





months of the year; in the second quarter, 
therefore, stocks should grow more slow- 
ly, and this will depress production. Some 
of the first quarter’s growth, in other 
words, was simply borrowed from the 
second quarter. But at the same time that 
the volume of stocks has added to growth, 
the value of stocks—especially those held 
by the petrol companies—has fallen be- 
cause of lower oil prices. When compa- 
nies write down the value of their stocks, 
they thereby reduce their profits. 


The longest cycle 


Recent recoveries in US real GNP 
Fourth quarters 1971 and 1982=100, 
first quarter 1975=100 


*Forecasts 
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Most forecasters think that the econo- 
my may sputter in the current quarter, 
and then grow healthily at least until the 
end of 1987. If they are right, this will be a 
longer-lasting recovery than its two pre- 
decessors, though only of middling 
strength (see left-hand chart). But 
month-to-month and even quarter-to- 
quarter statistics will give mixed messages 
for at least the rest of this year. 

The economy is having to adjust all at 
once to three upheavals. The first is the 
drop in oil prices, which has divided the 
economy in two. On one side are the oil 
producers and the firms that service 
them; they are in deep trouble. On the 
other is the rest of the economy, which 
will benefit from slower inflation and, in 
turn, lower interest rates; both of these 
will then boost real spending power. 
Those who gain outnumber overwhelm- 
ingly those who lose. But the timing of 
the different effects is complicated. 

The losers from cheap oil began to 
suffer immediately. Oil-patch states such 
as Oklahoma and Louisiana sank quickly 
into full-blown recession; even the better- 
diversified oil-producing states, such as 
Texas and California, are struggling. Jobs 
in oil and gas extraction account for only 
1% of total American employment but 
the sector has been so tightly squeezed— 
76,000 jobs lost over the past three 
months—that its plight is showing up in 
national statistics. Most of the upward 
blip in the unemployment rate, which 
increased from 6.7% in January to 7.1% 
in April, can be blamed on oil and oil- 
related businesses. 

The benefits of cheap oil, however, are 
only now beginning to appear. First 
among these is lower inflation. To take 
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account of cheaper oil, Data Resources 
Inc (DRI) changed its forecast of consum- 
er-price inflation in 1986 from 3.2% to 
1.7%. Firms and consumers will have 
higher real incomes, which, translated 
into higher real spending, could soon help 
to boost output. Lower inflation—actual 
and expected—has already helped inter- 
est rates to fall further this year (see right- 
hand chart). This should prompt firms to 
spend more on investment (which 
slumped during the first three months of 
this year), and consumers to spend more 
on cars, dishwashers and other durables. 

When? Again, the signals are fuzzy. 
Car sales improved in April (dealers 
shifted 11.1m cars compared with 9.7m in 
March); sales of new single-family homes 
set a new record in March; a survey of 
consumer confidence in April showed a 
big increase in plans to buy. But the 
output side of the economy still lags 
behind. Industrial production went up by 
only 0.2% in April, confounding hopes of 
a bounce back after falls of 0.8% and 
0.6% in February and March; April’s 
employment figures show fewer jobs in 
manufacturing and farming, as well as an 
unsurprising further drop in the number 
of jobs in the oil and gas business; car 
production is in the doldrums and dealers 
are still complaining of excess stocks. 

By next year, if not before, a second 
economic upheaval should have helped to 
narrow this gap between demand and 
supply: the 18% plunge in the value of the 
dollar since last September will mean a 
shrinking trade deficit. But this, too, is 
tricky. Instead of cutting prices as the 
dollar appreciated, some foreign suppli- 
ers padded their profit margins. They can 
now afford to trim those margins back, 
softening the effect of the falling dollar on 
their competitiveness. And higher import 
prices take time to affect demand. So 
although a shrinking trade deficit should 
emerge as the biggest spur to American 
economic growth in 1987, it may prove a 
let-down this year. 

The third economic revolution—prom- 
ised, as yet, rather than carried out—is 
tax reform. The plan that finally emerged 
from the Senate Finance Committee, 
soon to be debated by the full Senate, is 
radical enough to transform the way the 
American economy works. If a similar 
plan is enacted, patterns of spending and 
investment are sure to alter; at present 
these depend heavily on tax shelters and 
other distortions, many of which would 
disappear. Again, the longer-term out- 
look would be good, but the short-term 
picture muddled. Take investment. 
Would it surge to take advantage of the 
tax breaks while they last? Or would it 
slump, because of uncertainty over how 
the new system will work? Your guess is 
as good as the economists’. 
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The Teamsters 


Criminal and, as 
yet, untouchable 





Jackie Presser, the president of Ameri- 
ca’s largest trade union, the Teamsters, 
arrived this week at its convention in Las 
Vegas to be anointed as president for the 
next five years. In the tumultuous wel- 
come he was given, as he was carried into 
the convention centre by four aides 
dressed as centurions, the 2,000 delegates 
showed no sign of being fazed by his 
indictment, a few days earlier, on federal 
charges of racketeering and embezzle- 
ment from the union. After all, the Team- 
sters have elected three recent presidents 
who were under legal clouds: Dave Beck, 
Roy Williams and Jimmy Hoffa. 

The union has other distinctions; it was 
singled out recently by the Commission 
on Organised Crime as being in the grip 
of the criminal underworld; the commis- 
sion recommended that, because this in- 
fluence had been so pervasive since the 
1950s, the government should consider 
removing the union’s officers and placing 
its activities under court supervision. Mr 
Presser’s alleged crime—that he paid, out 
of union funds, the salaries of three of its 
employees who never did a stroke of 
work—can hardly have seemed heinous 
in Las Vegas. 

The men who act as delegates at Team- 
ster conventions are a special bunch, all 
of them officers of local branches, not the 
drivers of long-distance trucks, nor the 
hospital workers that the union is busy 
recruiting. Ordinary members have no 
part in selecting the delegates; they are 
chosen by the 5,000 or so officers. This is 
not in accordance with the Landrum- 
Griffin Act, passed in 1959 in response to 
revelations about corruption in the Team- 
sters, which requires that union presi- 
dents, or delegates who are to choose the 
president, should be elected by a secret 
ballot of all the members. 

The Teamsters are almost the only 
large union to refuse to comply. Through 
four administrations they have argued 
that because the officers are elected by all 
the members, the demands of union de- 
mocracy have been met. Through four 
administrations, Democratic as well as 
Republican, lassitude, legal doubts, fear 
of the Teamsters’ clout and, under the 
Reagan administration, effusive gratitude 
for its political support, have left the 
union’s position unchallenged. Dissidents 
struggle on among the Teamsters, but 
they number only a few thousand com- 
pared with a membership of about 1.5m. 

The ritual congratulations to the con- 
vention have poured in as usual this year 


from politicians: from Vice-President 
George Bush, from the chairman of the 
Republican National Committee and the 
chairman of the Democyatic National 
Committee. But there was a new voice ata 
the convention, that of Mr Bill Brock, the 
secretary of labour, who on the first day 
issued a sharp call for reform to stamp out 
corruption, bullying and undemocratic 
practices in union branches. If they re- 
fuse, they should be put under trustee- 
ship, he said. It now seems likely that a 
new look will be taken at the law as it 
applies to Teamster elections. Union offi- 
cials themselves may reflect that their 
attempt to recruit workers in new indus- 
tries, to take the place of members who 
have fallen out as non-union lorry compa- 
nies expand, may be damaged if the 
Teamsters do not clean up their image. 

The Presser case is an embarrassment 
to the Federal Bureau of Investiga 





and the Department of Justice. Ten 
months ago the department tried to indict 
the Teamster leader on the charges 
brought against him last week, but de 

ed to drop them when it was told by an. =: 
agent that Mr Presser had long been a 
government informant and, to preserve 
his credibility, had been authorised to 
commit crimes. That agent has also been 
indicted, on the charge that he lied to 
save Mr Presser’s bacon. The Depart- 
ment of Labour has long been irate over 
the interference of the FBI with its investi- 
gations of the Teamsters. Perhaps Wash- 
ington needs to clean its house, too. 


Tax lobbyists 


Break, break, break 


WASHINGTON, DC 


It is not difficult to find disbelievers, of 
course, but the tax reform bill that 
emerged from the Senate Finance Com- 
mittee earlier this month is still consid- 
ered the nearest thing to an immaculate 
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But the key to capturing market 
share to destinations like Man- 
chester, St. Louis and Osaka is 
frequent, convenient service. 








irplanes that offer flexibility and economy. 
The 747 on “thick? high-density routes. The 767 on 
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lowest cost per passenger of any intercontinental 
jetliner, and is preferred by more passengers than 
any other airplane. 





The 767 offers the lowest cost per trip of any 
intercontinental jetliner, allowing the highest 
possible frequencies; and it treats passengers to 
more preferred seats than any other airliner. 
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| A European Cotton Mull at the tum of the century 


MISSING THE INDUSTRIAL REVOLUTION WAS 
THE BEST THING THAT EVER HAPPENED TO THE IRISH. 


You won't find many smoke-stacks, crumbling kilns or 
abandoned cotton-mills in Ireland -or the negative 
industrial attitudes that went with them. 


Our industrial revolution coincided with the electronic age. 


_ Today, Ireland is the European base for leading companies 


in hi-tech and intemational services industries- 


__ thanks to the innovative skills and progressive 


of its people. 
Ireland. Home of the Irish. The young Europeans. 
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INDUSTRIAL DEVELOPMENT AUTHORITY 


has offices in DUBLIN (Head Office), 


- Thelnsh ndustrial development agency 
Tel: (01) B88 LONDON C1 6 POE TOKYO (03 (03) 262 7621, HONG KONG (5) 939637, 
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“WERE THE 
YOUNG EUROPEANS?” 


conception that Washington has seen in 
years. Few people take the cynical view 
that big business got most of what it 
wanted from Senator Bob Packwood’s 
committee, and will get the rest from 
“transitional arrangements” or in confer- 
ence with the House of Representatives; 
for most commentators, the simplified tax 
plan is a black eye for loophole-lovers and 
their lobbyists. 

The game is not quite over yet. Many 
of Washington’s 7,000-odd official lobby- 
ists, and hundreds of unofficial ones, are 
still buzzing around Capitol Hill. But 
some of the interests worst hit by the 
Senate plan, like the real estate industry, 
which will lose some depreciation allow- 
ances, are split on what tactics to pursue 
(though the National Association of 
Realtors has 25 lobbyists working on the 
bill, and got 6,000 of its members, conve- 
niently in Washington for a convention, 
to beard their congressmen in person). 
Some industries, including banks and 
manufacturers of consumer goods, are 
resigned to proving that they can prosper 
without depending on tax shelters. 

There will still be at least two royal 
battles: one, led by mutual funds, to 
Salvage the exemption for most Individ- 
ual Retirement Accounts, which many 
Americans use for tax-protected savings; 
another to protect the present deduction 
for state sales taxes. Preserving the IRA 
deduction would cost about $25 billion, 
the sales tax about $19 billion. Given that 
any amendments to the bill must be 
“revenue neutral” (meaning that they 
must raise as much cash as they give 
away), either would imply a rise in the 
projected tax rates. The most obvious 
target would be the maximum level of 
corporate income tax, which is intended 
to be 33%. Each extra percentage point 
on that rate raises about $12 billion in 
revenue. 


om 


Why have the lobbyists been losing? In 
part, because of the easy-to-understand 
way in which the Senate committee pre- 
sented its proposals. No matter that they 
are rather more complex than they first 
appeared; the point is that by going for 
only two low rates on individual income 
tax (of 15% and 27%), the committee 
created a popular momentum for reform. 
Restoring tax breaks came to look like 
pressing for higher basic tax rates. 

The reformers were also helped by the 
fact that America is going through one of 
its periodic bouts of moralising against 
special interests and the lobbyists who 
represent them: witness the acres of 
newsprint devoted to the activities of Mr 
Michael Deaver, a Reagan aide turned 
lobbyist. Senator Strom Thurmond of 
South Carolina and Representatives 
Howard Wolpe of Michigan and Marcy 
Kaptur of Ohio are winning support for 
bills that would circumscribe the lobbying 
activities of former government servants. 
If the Republican-controlled Senate were 
to produce a bill that preserved every- 
one’s loopholes, the Democrats would 
undoubtedly try to exploit it as an elec- 
tion issue; on the other hand, the Demo- 
crats would be similarly vulnerable to 
charges that the House tax bill was a 
Christmas tree. 

There may be more to the lobbyists’ 
failure than morals and politics. Mr Fred 
Smith of the Corporate Enterprise Insti- 
tute has pointed out that the most suc- 
cessful lobbyists have been those—mainly 
conservatives—who have changed the 
terms of an intellectual debate, rather 
than responding defensively to someone 
else’s proposals. This does not mean that 
companies or foreign governments are 
about to fire their influence-peddlers, but 
it may mean that there will be yet more of 
those ubiquitous Washington think- 
tanks. 
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Budget cuts 


Spilling blood 
abroad 


WASHINGTON, DC 


A notice recently circulated by the State 
Department told the people accustomed 
to having the department's press releases 
mailed to them that, in future, they would 
have to pick them up; the service was 
being terminated because of “budgetary 
constraints”. Who can tell if this was a 
true act of submission to harsh reality, or 
just a way of making an argumentative 
point? Mr George Shultz, the secretary of 
state, has been known to bristle at even 
reasonable cuts in the staff and money 
allocated to his department. Nonetheless, 
the congressional effort to bring the fed- 
eral budget within the straitjacket of the 
Gramm-Rudman act, which promises to 
balance the budget by 1991, does seem to 
have fallen on the foreign policy estab- 
lishment with particular severity. 

President Reagan, in his version of the 
budget, asked for $22.6 billion for the 
various foreign-affairs parts of the bud- 
get. The Senate in its version cuts his 
figure by 21%, while the House of Repre- 
sentatives cuts. it by 25%. But, as Mr 
Shultz has been arguing to anybody who 
will listen, the price of some big-ticket 
items is virtually fixed; in consequence, 
the impact of cuts on the administration's 
freedom of action in foreign policy mat- 
ters is more devastating still. 

The support given to Israel and to 
Egypt is regarded as “locked in”, and 
some other countries fall into the same 
category: Pakistan, for example, because 
of the war in Afghanistan; the Philip- 
pines, South Korea and other countries 
where the United States stations forces or 
enjoys military-base rights. When those 
items are deducted from the congressio- 
nal budget totals, the State Department is 
left with about $6 billion to pay for 
programmes that, in its judgment, re- 
quire more than $12 billion. 

In a recent speech Mr Shultz anticipat- 
ed that the cuts, if persevered with, would 
oblige the United States to “reduce our 
presence overseas and pull back from our 
commitments, with serious consequences 
for our standing in the world”. Among 
the areas threatened are most of the 
development aid to the third world, infor- 
mation efforts such as Radio Liberty and 
Radio Free Europe, the operation of the 
State Department and foreign service 
themselves and the effort recently begun 
to protect American embassies and con- 
sulates from terrorist attacks. 

In public, at least, Mr Shultz’s protests 
that foreign policy is being strangled with 
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What price embassy security? 


budget cuts are directed at Congress and 
at Congress alone. This is understand- 
able. The secretary of state is in no 
position to point out that not only Con- 
gress, but President Reagan with his 
rooted dislike of the income tax, has put 
him in this hole. “You want more mon- 
ey?”’, said the chairman of the House of 
Representatives Budget Committee, Mr 
William Gray, when Mr Shultz raised the 
subject with him; “You tell your presi- 
dent to bring it by.” That is one of several 
trains of thought that incline Congress to 
be unsympathetic. Every senator or con- 
gressman would like to protect some 
domestic expenditure threatened by the 
budget axe; this hardens the endemic lack 
of sympathy for foreign aid, the biggest 
subject of Mr Shultz’s concern. 

There are voices, in each house, to 
point out the recklessness of letting for- 
eign aid fade away. Mr Dante Fascell, the 
Democratic chairman of the House For- 
eign Affairs Committee, made an effort 
last week to restore some of the foreign 
aid money in response to Mr Shultz’s 
arguments, but then Mr Shultz failed to 
rally Republican support in the House. 
Senator Charles Mathias, an enlightened 
Maryland Republican, uttered an earlier 
warning about the weakening of Ameri- 


The queue for foreign aid ($000) 
1984 1985 
Eye 3482877 sen 

gypt 482, gypt 
Turkey 857,777 Turkey 
Pakistan 578,133 Pakistan 
Greece 501,406 El Salvador 
Spain 414,988 Greece 
El Salvador 408,931 Spain 

an 237,306 Honduras 

South Korea 231,786 Philippines 
India 202,786 Sudan 
Total, all 





can influence and made an eloquent as- 
sertion of the need for foreign aid. Few 
were interested. 

Not even the programme, conceived 
with such urgency only last year, to make 
the diplomatic missions overseas less vul- 
nerable to terrorist attack is immune from 
the prevailing disillusionment. The pro- 


gramme is not unpopular, but it is neces-’ 


sarily interlocked with embassy construc- 
tion, the management of which is in some 
disrepute for design faults, reckless land 
pricing, inordinate delays and astonishing 
cost overruns. A hair-raising report by 
the General Accounting Office on the 
history of a projected new embassy in 
Cairo was disclosed this week by Mr Jack 
Brooks of Texas, the chairman of the 
government operations committee of the 
House. Mr Brooks feels that the House 
was too impulsive in voting most of what 
the president asked for the “security 
initiative”, without looking more closely 
into its management. The Senate seems 
to agree, since in the budget resolution it 
voted only $500m instead of the $1.4 
billion which Mr Reagan requested for 
1987. 

Clearly enough, the State Depart- 
ment’s response to the Gramm-Rudman 
threat was too slow to be fully effective, 


1986" 

3,350,000 Israel 3,621,000 
2,479,883 Egypt 2,497,060 
879,490 Turkey 738,841 
638,013 Pakistan 628,460 
561,076 El Salvador 435,695 
501,366 Greece 431,894 
414,926 Span 396,581 
282,571 Philippines 240,894 
269,676 Portugal 188,912 
53,220 Honduras 187,794 


countries 11,993,953 13,733,961 12,728,267 
‘estimate, Source: Agency for international Development. 


and parts of its budget are going to fall to 
the axe. The best remaining hope is that 
the conference that has to reconcile the 
House and Senate versions of the budget, 
which are quite far apart, will mitigate the 
devastation. 





Rethinking defence 


WASHINGTON, DC 


Everyone knew that the budget for fiscal 
1987 would be profoundly affected by the 
Gramm-Rudman act, and so it has been. 
But Gramm-Rudman is only one factor: 
two others are the elections in November 
and the congressional determination that 
defence should bear its share of the cuts. 

The Democrats desperately want to go 
into the elections united. This partly 
explains the ease with which the Demo- 
crat-controlled House of Representatives 
passed a budget resolution last week. 
Unlike the Senate’s resolution, passed on 
May 2nd, this was achieved without any 
substantial measure of bipartisan sup- 
port. Only 17 Republicans backed the 
resolution; only 19 Democrats opposed 
it. This result was engineered largely by 
the skilful chairman of the House Budget 
Committee, Mr William Gray, who is 
now being spoken of as the country’s 
second most influential black politician 
after the Rev Jesse Jackson. 

The House budget for next year calls 
for budget authority (the amount that 
agencies can commit themselves to) of 
$1,086 billion, and outlays (actual expen- 
ditures) of $994.3 billion. It assumes a 
deficit of $137.1 billion, nearly $7 billion 
less than the Gramm-Rudman target for 
1987—a figure achieved partly by scaling 
down spending and partly by assuming 
new revenues, some of which would be 
placed in a special fund dedicated to 
reducing the deficit. Defence gets some 
$35 billion less than the president wanted. 
Democrats point out that they have 
trimmed domestic programmes too. But , 
few doubt that the notorious cases of 
overcharging on defence contracts—the 
gold-plated spanners and lavatory seats— 
have had their effect. Even the Republi- 
can-controlled Senate has proposed some 
$19 billion less than the president request- 
ed for defence. 

It is one thing to wish the defence 
budget lower; another to make it so. 
Attention is now focused on two lists of 
possible cuts. The first, from the Penta- 
gon, sets out a series of programmes that 
might have to be cancelled (including the 
army's new helicopter, and adding up to 
just over $5 billion); a list of delays in 
programmes, which includes much de- 
fence R&D and produces savings of $3 
billion; procurement reductions ($7.5 bil- 
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HIGHLIGHTS FROM BANCO DI SICILIA ANNUAL REPORT 1985 


(in billion Lire) 
Capital and Reserves 1,227.6 1,089.2 
Total Loans and Advances 18,011.9 16,779.0 
Total Deposits 25,1799.  23,493.2 
Total Assets (excluding Contra Accounts) 31,4069 29,112.6 
Net Profit* 20.9 18.6 


* After allowing 60 billion Lire for depreciation and 188 billion Lire 


for provisions. 
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lion); some force reductions ($1.3 bil- 
lion); reductions in “readiness and sus- 
tainability’, which include cuts in 
ammunitién programmes and depot 
maintenance ($5.8 billion). Squeezing 
military pay and housing ($1.7 billion) is 
also being considered. 

Even if all these were politically possi- 
ble—and the last clearly is not—they 
would reduce spending by only $26.7 
billion. So the Pentagon continues with 
other choices, such as cancelling future 
production of the F-15 bomber or retiring 
the aircraft carrier Coral Sea, which it 
says would be needed to meet the 
House’s figures. 

The second list, from Mr Les Aspin, 
chairman of the House Armed Services 
Committee, implicitly acknowledges that 
the cuts proposed make tough choices 
‘yevitable, especially if the budget pro- 

ess is to concentrate not on budget 


authority but on outlays. According to Mr 
Joshua Epstein of the Brookings Institu- 
tion, of each dollar of budget authority 
for defence procurement, only 15 cents is 
spent in the first year. Mr Aspin’s ap- 
proach is to ask Congress to decide not 
what kind of military programmes, but 
what kind of defence policy it wants. 
Does it, for example, want to continue 
American commitments to the Gulf or 
north-east Asia? Does it want to sacrifice 
long-term readiness to meet the actions of 
an enemy immediately? 

These questions are only examples, but 
they show that Congress will not get 
sizeable cuts in defence expenditure sim- 
ply by snipping at the edges. Mr Aspin 
has put legislators on notice that if they 
want to rein in defence spending at all, 
they had better decide what commitments 
are important, why, and how they can be 
guaranteed. 


The 4,000-mile handshake 


Hollywood has come up with a new 
activity that combines showbiz, politics 
and social concern: call it celebration 
with a conscience. The “Hands Across 
America” project is the brainchild of a 
television producer, Mr Ken Kragen, 
late of USA for Africa and “We are the 
World”; it will feature, he hopes, about 
5m people forming a human chain for 15 
minutes on May 25th across the Ameri- 
can continent, from the Pacific shore 
near Los Angeles to the Statue of Liber- 
ty. The chain will span the time zones, 
with hands linking at 3pm in the east and 
12 noon in the west; it will pass through 
16 states and the District of Columbia, 
across ten rivers, two deserts (rather a 
lot of gaps here), three mountain ranges 
and countless freeways, rural roads and 
Main Streets. 

The purpose of this “largest communi- 
ty gathering in the nation’s history” is to 
show concern for America’s poor. Since 
everyone who joins in pays $10-35 for 
Standing in a line, the hope is to collect at 
least $50m, to be divided between estab- 
lished charities (60%) and new agencies 
yet to be created. Many of the biggest 
names in Hollywood will join the line in 

rson; hundreds of the media famous 

ave lent their names and given their 
money. Bill Cosby, Kenny Rogers, Pete 
Rose and Lily Tomlin are co-chairmen, 
and a host of newscasters—led by Tom 
Brokaw, Peter Jennings and Dan Rath- 
er—are supporters and proselytisers. 

Coca-Cola and Citibank are co-pro- 
moters, each having given more than 
$3m to the cause. McDonald's has pro- 
moted “Hands Across” with sketches on 
300m place-mats; Safeway has put it on 
62m paper bags. Some 750 corporations 
are each sponsoring a mile of the chain, a 
distance requiring 1,320 people. There is 
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plenty of television publicity, a theme 
song, and a party is being had by all. 
The organisation staggers the mind. 
Each participant has been assigned, by 
computer, the spot where he or she must 
stand. State troopers have to be sta- 
tioned, too, at intervals along the route. 
Sometimes the police, combined with 
geography, make problems: the chain is 
not allowed across the Susquehanna riv- 
er bridge in Maryland, so scuba divers 
and boaters will make their own connec- 
tion. Petrol stations and restaurants have 
had to be persuaded to make their toilets 
available. Fred Droz, the staff manager 
of “Hands Across”, thinks the effort is 
comparable to running six presidential 
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Charity on the steps of the Capitol 





Newark 
The big sleep 


After 16 years, Mr Kenneth Gibson is no 
longer mayor of Newark, New Jersey. In 
his phlegmatic, deliberate way he seemed 
to assume that he would always be in 
charge, and that voters would share his 
patience while he tried to get the city on 
its feet. They did not. On May 13th they 
turned to another black, Mr Sharpe 
James, giving him 55% of the vote and 
victory in all five wards. No matter that 
Mr James is only three years younger 
than Mr Gibson and has an equally long 
record, 16 years, of working in the admin- 
istration of this wrecked community; he 
projected energy, and the promise to 
make all things new. 

Mr Gibson did the same on his own 





campaigns at once. As a political organ- 
iser for Mr Walter Mondale in 1984, he 
should know. 

Forgotten, at times, is what the pro- 
ject is for; committing private donations 
to the vast public problems of hunger 
and homelessness. Businesses, of 
course, can get tax deductions for their 
efforts and even $100m, if collected, is 
trifling compared with the money the 
government commits to helping the 
poor. But Mr Kragen, who was prompt- 
ed into his venture by being told that 
charity ought to begin at home, already 
considers the project a success. Smaller 
“Hands Across” schemes are springing 
up in hundreds of communities to raise 
money, coincidentally, for the local 
poor. Television celebrities, it seems, 
can stir the American spirit as politicians 
cannot. 
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accession, when Newark was still dazed 
by race riots and the indictment of his 
predecessor on charges of bribery and 
extortion. As one of the first black may- 


ors of a big northern city (Carl Stokes of . 


Cleveland and Richard Hatcher of Gary, 
Indiana, were others of his era). he 
dreamed of making Newark a centre of 
black culture, a city that showed what 
blacks could do. Instead, it still symbo- 
lises their frustration. 

Between 1970 and 1984, 70,000 people 
abandoned Newark, most of them mem- 
bers of the black middle class that Mr 
Gibson looked to for his renaissance. In 
the city they left, half the residents now 
live in households headed by single wom- 
en and a third are on welfare. Unemploy- 
ment, at 12.2% in February, is twice the 
average for New Jersey as a whole. In the 
past 15 years, the city has lost about a fifth 
of its property-tax base. The number of 
shops has fallen by half; there is actually 
no supermarket in Newark, save one near 
the line that divides it from its more 
prosperous and gentrifying sister, 
Elizabeth. 

The number of bars has also fallen by 
half, the number of hotels and theatres by 
half, the number of restaurants by two- 
thirds. In a city full of disaffected young- 
Sters, there are no bowling alleys or 
cinemas and the parks are fenced off with 
barbed wire; entertainment is breaking 
windows in abandoned housing projects 
or, in one form or another, shooting up. 

Mr Gibson denied that all was grim. He 
was right. Serious crime has fallen every- 
where in the past two years, and Newark 
is no exception. There has been a certain 
amount of new building, particularly an 
ambitious project, the Gateway Centre, 
erected by Prudential Insurance in the 
middle of the business district. The Port 
Authority of New York and New Jersey, 
out of sheer pity for Newark, is building a 
tower full of lawyers’ offices on the banks 
of the Passaic river. 

Pity is not always necessary. Newark 
boasts the fastest-growing airport in the 
country, thanks largely to its adoption by 
People Express as the arrival-point for 
Manhattan; it has a bustling port, the 
largest in the country for handling con- 
tainer-cargo; the train service is more 
than adequate. Companies spilling out of 
Manhattan, and already deterred by the 
price of office-space in Hoboken and 
Jersey City, are beginning to discover that 
Newark is both convenient and cheap. 

It is another thing to make it prosper- 
ous or attractive. Mr James, who has long 
watched things stagnate from his seat on 
the city council, proposes more police, 
more new housing and a greater keenness 
to attract business. But Newark has an 
unskilled workforce: the conclusion of 
many of the 400 companies who have set 
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up in the city’s enterprise zone is that new 
business is less a priority than retraining, 
or good schools. Federal money, largely 
in the form of urban and community 
grants, was some help to Newark in the 
past; but it is now a quarter of what it was 
when Mr Gibson came to office and, in 
these times, it will not become any more 
generous. 

“Wherever the cities of America are 
going”, Mayor Gibson once said, “New- 
ark will get there first.” The electoral 
surprise last week showed Newark’s vivid 
regret that it has not, after all, gone 
anywhere much, not least because its 
plodding, decent leader seemed to fall 
asleep on the way. 


Food 
Designs for eating 





Food has become an increasingly intense 
preoccupation of Americans. Some are 
growing exotic vegetables: blue potatoes 
and purple beans, white carrots and pink 
and white cabbages, radishes that are red 
inside and white outside. Others want 
their food imported—freshly caught Do- 
ver sole from Europe—or at least flown 
across the continent; lobsters from 
Maine, prawns from Hawaii, crayfish 
from Louisiana. Many discriminating 
consumers are, however, more concerned 
with the health-giving (or otherwise) 
properties of the food they eat. 

Bran is to the fore, so is calcium; fat is 
out, so is salt. Restaurant statistics tell the 
tale: an increase between 1982 and 1984 
of 57% in orders for decaffeinated coffee, 
of 48% for fruit, of 39% for diet colas and 
31% for salads as a main course. The new 
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demand is that fast-food dispensers 
should reveal how much fat and salt their 
burgers, French fries and milk shakes 
contain and how many calofies, some- 
thing that the owners say would be im- 
practical and far too costly. 

Farmers, canners and distributors 
struggle to satisfy the new preferences. 
Chicken of the Sea, for instance, is offer- 
ing a new brand of salmon, the lightest in 
colour and mildest in taste, denuded of its 
skin and bones (and thus of its prized 
calcium) and packed in spring water in- 
stead of oil. It is so refined it hardly tastes 
of salmon at all, but it appeals to those 
who feel that they ought to eat fish, but 
do not really much like the taste of it. 

Chicken farmers—and chickens—are 
feeling the demand for less fatty birds. 
Two big producers, Perdue and Holly 
Farms, offer poultry that contains 15 
24% less fat, thanks to careful breedin; 
practices and hens reared on a leaner ` 
diet. Naturally, these birds cost more, 
even though the amount of fat removed is 
small and chicken, in any case, contains 
less fat than beef or pork. 

Coming of age is the ultimate in low- 
calorie, low-fat, high-protein, non-fishy- 
tasting fish products: surimi. Surimi, 
which has been produced by the Japanese 
for hundreds of years, is made mainly 
from pollock, a fish that lives on the 
bottom of the icy north Pacific waters 
belonging to Japan, the United States and 
the Soviet Union. After treatment and 
processing it can be sold as an “analogue” 
of lobster, crab, shrimp and scallops. 

The treatment it endures is brutal: the 
fish is skinned, deboned, minced, washed 
several times, dried out, strained and 
frozen into blocks, a process that general- 
ly takes place on factory ships, although a 
prototype plant, paid for with federa 
money, has been built in Kodiak, Alaska 
The Food and Drug Administration un- 
kindly insists that surimi paste disguised 
as lobster or other shellfish must be 
labelled “imitation”, but the processers 
trust that its cheapness and availability 
(natural crab, for example, is becomirig 
scarce) will win the day with consumers. 

At present most pollock is caught and 
processed by Japanese trawlers, many of 
them in the American fishery conserva- 
tion zone, and sent back to Japan for 
transformation into the finished article. It 
is then sold to America, where it pays a 
10% tariff, mainly to be used in salads 
(imitation shrimp?) or casseroles. Con- 
sumption of surimi in America, which 
amounted to less than 1,000 tons in 1979, 
had risen to 30,000 tons by 1984. A 
number of joint Japanese-American ven- 
tures have been started, as American 
trawlermen yearn to share in this fast- 
growing market, but hesitate to invest the 
sums needed to build a factory ship. 
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Construction : Property : Homes 


Teamwork achieves 25th 
consecutive year of growth 
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The Year in brief 1985 1984* Increase 
£000 £000 

Turnover 812,208 750,243 8.3% 

Pre tax profit 53,654 44,229 21.3% 

Earnings per share 58.7p 42.8p 37.1% 


Dividends paid and proposed 17.25p 15.00p 15.0% 
“Restated and adjusted for rights issue. 
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Mr Frank Gibb, Chairman and Chief Executive, reports: 


In 1985 the company recorded its 9953p per share. 
25th consecutive year of growth, with The work available to the construction 
both turnover and profits up in the industry in the U.K. is below its capacity 
year — a not unsatisfactory and there has been little increase in 
performance. public sector investment. We also face 

The group's activities now include keen competition internationally, but our 
not only engineering and experienced construction companies 
construction but also substantial continue to demonstrate that work 
property and house development can still be won and profits earned. 
interests. We also have major The company, as a strong supporter 
involvements in coal and gas of the free enterprise system, is also 
production, sand and gravel pursuing work in major privately- 
operations and a host of allied financed construction projects which 
activities. have great potential. 

Total shareholders’ funds now Our teams of fine men and women 
amount to £398 million, equivalent to make an invaluable contribution to 


the progress of the Group. 
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Experience, expertise and 
teamwork—worldwide 











cA S tatement of 
ce Achievement 


For Bank Hapoalim, 1985 was a year of significant growth in profitability and principal / 
financial activities. These achievements continued the previous year’s trend to provide a 
firm basis for the future. 


During 1985, we intensified our business initiatives while streamlining operations. We 
expanded our international corporate client base in world financial centers. In Israel and 
abroad, we financed a major part of the country’s foreign trade, while maintaining an 
active presence in international money markets. These activities, supported by the 
progressive integration of advanced technologies, contributed to our impressive growth 
in profitability. 








Bank Hapoalim: 


Head Office: 50 Rothschild Blvd., 65124 Tel Aviv, Israel. Tel: (03) 673333 

New York « Los Angeles » San Francisco» Chicago + Phi hia» Boston * Miami» Toronto* Montreal» London + Manchester Paris 
Zurich» Luxembourg * Buenos Aires * Sao Paulo + Rio de Janeiro + Caracas + MexicoCity* Montevideo + Punta del Este + Santiago 
Panama City * Cayman Islands. And over 340 branches of the group in Israel. 
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Chop goes the guillotine 


FROM OUR PARIS CORRESPONDENT 





Chirac won't let parliament tie his hands 


For Jacques Chirac, France’s prime min- 
ter, the warning signs of trouble with his 
conservative majority came earlier this 
month. On May 12th, Mr Alain Peyre- 
fitte, a former Gaullist minister who is 
now a deputy from Mr Chirac’s Rassemb- 
lement pour la République, quoted on 
the front page of Le Figaro the grum- 
blings of unnamed colleagues in parlia- 
ment: ‘The government's stuck”’, **Chir- 
ac’s off track”. The Patronat, the lobby 
for France’s bosses, was complaining that 
the new government had removed too 
few economic controls. The energetic 
minister of culture, Mr Francois Léotard, 
who leads a cabal of young free-market 
liberals inside Mr Chirac’s government, 
was pressing for the quick sale of two 
state-owned television channels. 

To Mr Chirac, whose programme had 
hardly had a slow start in parliament, this 
impatience from his own majority must 
have seemed carping and ungrateful. 
“Parliament isn’t a Barnum and Bailey 
circus with three rings,” said one of his 
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advisers. “You have to have one attrac- 
tion at a time.” But the prime minister 
was quick to respond to the charge of 
sloth with a burst of parliamentary speed. 

First, on May 13th, he used a well-tried 
gambit to cut off debate on an enabling 
bill to give the government powers to 
remove economic controls, promote 
work for young people and sell off state- 
owned companies and banks by decree. 
The gambit is known as a “defensive 
motion of censure”; to push through a 
bill, a government can make it an issue of 
confidence. The trick is that the bill 
passes unless the opposition defeats the 
government on a motion of censure. The 
grumblers in Mr Chirac’s coalition were 
not about to bring down his nine-week- 
old government for such slight cause. On 
May 16th, the Socialists’ motion of no- 
confidence in Mr Chirac failed. 

The fuss this caused was slight beside 
the row that followed on May 20th, when 
Mr Chirac used the same device to push 
through an enabling bill to do away with 


proportional representation in parliamen- 
tary elections and restore the winner- 
take-all, two-round system that was used 
from 1962 to 1985. Returning to the old 
system will hurt the Communists and all 
but eliminate the National Front in parlia- 
ment. Both these minor parties were 
against the change, as were the Socialists, 
who had brought in proportional 
representation. 

Because the change also entails a re- 
drawing of constituency boundaries, 
many deputies in the Union pour la 
Démocratie Francaise, the rather more 
centrist partner in the government coali- 
tion, were worried for their seats. In an 
ordinary vote, Mr Chirac could not be 
sure of their support. Three defections 
would have been enough for defeat. So 
down came the guillotine again. 

With its red-plush fittings and box-like 
spectators’ galleries, the National Assem- 
bly has a theatrical air even on a quiet 
day. On Tuesday afternoon, opposition 
deputies put on a fine display of temper. 
“Morituri te salutant,” Mr Jean-Marie Le 
Pen, the National Front leader, called 
mockingly at the prime minister. When 
Mr Charles Pasqua, the dark-jowled min- 
ister of the interior, made an unwise and 
unfounded reference to Socialist collabo- 
ration during the German occupation, the 
Socialists left the chamber shouting over 
their shoulders “Hoodlum” and *“Fas- 
cist’. Mr Chirac, who reproved Mr Pas- 
qua the following day, was altogether 
cooler. To complaints of high-handed- 
ness, he replied that a clear majority of 
French people wanted to go back to the 
old voting system. 

Even after this week’s parliamentary 
outburst, Mr Chirac was confident that 
two other bills would get through parlia- 
ment before its recess at the end of June. 
One is to sell TFI, one of three state- 
owned television channels, to private 
buyers. The other ts to allow bosses to fire 
workers without first getting permission 
from official boards. Both are expected to 
provoke lively rows. 

Mr Chirac’s calmness was the more 
striking when one considers his two other 
big worries. One is the ominous refusal of 
unemployment figures to fall. In April, 
the rate rose slightly. The government's 
gradual lowering of interest rates and 
lifting of many economic controls are not 
going to create jobs immediately. 

The second problem is President Mit- 
terrand. Both at the Matignon and at the 
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Elysée, officials stress that cohabitation 
has been going smoothly. It is, in its way, 
quite popular. “In their hearts, plenty of 
French people love the idea of Marshal 
Pétain and General de Gaulle walking up 
the Champs Elysées arm-in-arm,” is one 
insider’s comment. Yet cohabitation is an 
armed peace, with both sides expecting 
an early presidential election during the 
first few months of next year. 

Mr Mitterrand has made it clear that he 
will let Mr Chirac govern. Even in foreign 
policy he has made room for the prime 
minister, who joined him at the Tokyo 
summit earlier this month and will go with 
him to the European summit at The 
Hague next month. Yet Mr Mitterrand is 
also ready to intervene—like “an um- 
pire”, he said this week—against mea- 
sures which he thinks are unjust or will 
disturb “the unity of France”, 

What does that mean? The president 
has been bothered by overzealous police 
searches in the streets and by the govern- 
ment’s measures for New Caledonia. And 
how to intervene? Referendums or early 
elections are best threatened, not used. 
With the. approval of 52% of France’s 
voters, according to opinion polls, Mr 
Mitterrand has plenty of popular author- 
ity to make his criticisms heard. That is 
the view of his advisers. Mr Chirac’s 
advisers do not disagree. 


Dutch election 
Surprise, surprise 


FROM OUR AMSTERDAM CORRESPONDENT 


The Dutch voted keenly on May 21st, and 
Surprised themselves by not changing 
anything much. The Christian Democrat- 
Liberal coalition won enough seats—a 
combined total of 81 in Holland's 150- 
member lower house—to hold on to of- 
fice, if it wanted. There were, however, 
significant shifts in support for both those 
parties, and for others. The Dutch are 
passionately democratic and nearly 87% 
of those eligible turned out to vote; so the 
new government may take careful ac- 
count of the shifts in voting support and 
end up looking slightly different from the 
outgoing one led by Mr Ruud Lubbers. 
But its policies are likely to stay much the 
Same. NATO's scaremongers can take a 
break. 

Voters seem to have been drawn to the 
Safety of the middle ground. Both the 
Communist party (three seats in the out- 
going parliament) and, on the extreme 
right, the anti-immigrant Centre party 
(one seat) were voted out of parliament. 
Opinion polls had suggested that the 
right-wing Liberals would lose seats, and 
so they did, dropping from 36 to 27. But 
Mr Lubbers’ Christian Democrats did 
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A pocketful of votes for Lubbers 


much better than expected: with 54 seats, 
a gain of nine, they overtook Labour as 
the largest single party. So, as in Bel- 
gium’s election last October, a centre- 
right coalition looks like surviving thanks 
to the strength of the Christian Demo- 
cratic vote. 

The Labour party had high hopes. With 
its trade union base, its opposition to the 
planned deployment of cruise missiles in 
Holland, and its strong stand against 
nuclear power, the Labour party had 


Lubbers’ leap 


Seats in Holland's Second Chamber 
Tota! number of seats: 150 
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expected to do well. Holland’s unemploy- 
ment rate (14.9%), the row over Ameri- 
can missiles and Chernobyl fall-out all 
seemed to be in its favour. Insthe event. 
they gained five seats but were outshone 
by the Christian Democrats. 

The turning point may have been a 
debate on election eve between the lead- 
ers of the three biggest parties, Mr Lub- 
bers, Mr Joop den Uyl of Labour and Mr 
Ed Nijpels of the Liberals. Mr Lubbers 
made a powerful case for carrying on 
more or less as he has done for the past 
four years—though perhaps, as the voters 
now seem to have suggested, with a touch 
less economic austerity. Since his party 
has been in every Dutch coalition since 
the second world war, and since the 
Christian Democrats had said before the 
election that they would prefer to contin- 
ue their coalition with the Liberals, he 
could afford to look calm. 

The next stage is probably for Queen 
Beatrix, in consultation with parliamenta- 
ry leaders, party chiefs and the council of 
State (a panel of elder statesmen), to 
choose an informateur, almost certainly a 
Christian Democrat, who will lay the 
groundwork for a new government. He in 
turn will pass on to a formateur, almost 
certainly Mr Lubbers, the task of sorting 
out both the policies and the membership 
of a new cabinet. The process of cabinet- 
making is likely to take at least a month. 


West Germany 


Mounting Greenery 


FROM A BONN CORRESPONDENT 


The Chernobyl nuclear accident has given 
a new boost to West Germany’s turbulent 
Green party. But the main beneficiary is - 
likely to be the ruling Christian Demo 
cratic party. The first test of this paradox 
comes on June 15th, in the election in the 
sober northern state of Lower Saxony. 

The Greens have had a year of disap- 
pointments in various state elections, but 
Chernobyl has rewarded their firm anti- 
nuclear line by shooting them back up to 
a rating of 8% in West Germany’s opin- 
ion polls. In Lower Saxony the Free 
Democrats, the junior partners of the 
Christian Democrats in the federal gov- 
ernment, are expected to drop below the 
minimum 5% of the vote needed for 
parliamentary representation. So the So- 
cial Democrats and the Greens between 
them look like getting a majority in the 
state parliament. 

But Chernobyl has radicalised the 
Greens, to the point where even the left- 
wing Social Democratic candidate for the 
Lower Saxony premiership, Mr Gerhard 
Schréder, now says he would not form a 
coalition with them. At their special party 
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Going wacky at Wackersdorf 


congress in Hanover last weekend, called 
to give vent to the general nuclear angst, 
the Greens built themselves a platform 
from all the usual planks: withdrawal 
from NATO, removal of the American 
Pershing-2s and cruise missiles, dissolu- 
tion of the Border Guards, the army and 
the intelligence police. To these was add- 
ed a resolve to end all nuclear power in 
West Germany in 1986. 

The fundamentalists, or Fundis, were 
so pleased that for once they did not insist 
that the delegates adjourn to the nearest 
demo, in progress at the Wackersdorf 
nuclear plant construction site. A contin- 
gent of free-booters, wearing masks, 
were enjoying a rumble that left some 180 

olicemen and 220 protesters injured. It 
was the worst such violence in years. 

For the Greens who actually have pow- 
er, this hot new passion is not helpful. 
West Germany's sole existing Social 
Democrat-Green coalition, in the state of 
Hesse, may not survive the anti-nuclear 
pressure. Mr Joschka Fischer, the Green 
environment minister there, has surprised 
the state’s businessmen by designing an 
environmental clean-up that they can live 
with. He is now engaged in tough negotia- 
tions within the coalition, which he hopes 
will lead to the dropping of plans to 
expand nuclear generating capacity at 
Biblis, near Worms. At the Hanover 
congress he rejected “verbal radicalism”, 
and argued—in vain—that Hesse’s grass- 
roots Greens had the right to determine 
policy in their state, whatever the party's 
federal policy-makers said. 

The realists, or Realos, did win one 
point at Hanover. The congress agreed 
that any Greens elected to the Bundestag 
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next January could serve their full four- 
year parliamentary terms, instead of hav- 
ing to surrender their jobs to other party 
members after two years. But Mr Fi- 
scher’s problems bulked larger in the 
minds of would-be coalitionist Greens. 

For his part, the Social Democratic 
candidate for the federal chancellorship, 
Mr Johannes Rau, has declared that in no 
circumstances would he form a coalition 
with Greens of any stripe. The Greens’ 
new radicalism can only reinforce his 
resolve. But it is most improbable that 
next January’s general election will give 
the Social Democrats enough seats to 
form a government on their own. As the 
memory of Chernoby] fades, and indigna- 
tion at anti-nuclear violence mounts 
among Germany's solid burghers, the 
centre-right seems less and less likely to 
lose power in the federal election. Per- 
haps the Greens would be happier that 
way. At least they could go on opposing 
things, rather than facing the compro- 
mises that members of any government 
must resign themselves to. 


Italy 


Too much smoke in 
the lobby 


FROM OUR ROME CORRESPONDENT 





The days of the smoke-filled room in Italy 
may be numbered. Italy’s health minister, 
Mr Costante Degan, wants to ban smok- 
ing in any indoor area to which the public 
has access. Besides offices and restau- 
rants, the Degan ban would cover places 
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such as hotel lobbies, railway stations, 
airport lounges, and even aircraft flying in 
Italian airspace. His proposal has, howev- 
er, aroused the lively opposition of some 
of his cabinet colleagues. 

Smokers in the current Italian cabinet 
outnumber non-smokers 17 to 13. The 
prime minister himself, Mr Bettino Craxi, 
is known to have a penchant for menthol 
cigarettes. So it came as no surprise that 
the cabinet’s first discussion of Mr De- 
gan's proposal, on May 16th, ended in 
Stalemate. 

The pipe-smoking minister for rela- 
tions with parliament, Mr Oscar Mammi, 
has proclaimed his intention to found a 
tobacco-users’ association to defend 
smokers’ rights. Some politicians are also 
worried about the threat to government 
revenues posed by a measure which 
would almost certainly reduce tobacco 
Sales: tax revenues would be lost, of 
course, but in addition the production 
and supply of tobacco is a state monopoly 
in Italy. Mr Degan, who claims to have 
kicked the smoking habit last year, is 
sticking to his guns. His proposed law, he 
Says, “is not against tobacco, but against 
cancer”. 

The debate has spread far beyond the 
cabinet. The medical profession naturally 
likes the Degan proposal. The non-smok- 
ing chairman of the Italian employers’ 
federation, Mr Luigi Lucchini, is not so 
sure. He thinks hard-bitten smokers 
among trade unionists should be allowed 
to puff away during pay talks, since an 
unsatisfied craving for tobacco might 
make them irritable. But one leading 





Strike-a-light Craxi 
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The satisfaction of success 


FROM A SPECIAL CORRESPONDENT IN MODENA 


What do Ferraris, stuffed pigs’ trotters 
and the opera singer Luciano Pavarotti 
have in common? All three come from 
Modena, one of Italy's richest and hard- 
est-working cities, where almost every- 
body seems to have at least two jobs as 
well as time to go home for lunch. Year 
after year, the city and the surrounding 
province of the same name can be found 
at or near the top of the economic league 
table in Italy. What is the secret of 
Modena’s success? 

Set flat in the farmland of the southern 
Po valley, the town of Modena is easy to 
miss from the autostrada. Despite a rich- 
ly sculptured twelfth-century cathedral 
and a picture gallery from which Napo- 
leon did not take all the good paintings, 
Modena is hardly a popular tourist spot. 

Nor, despite its high standards of sec- 
ondary education, is Modena a strong 
pole of attraction for high-tech compa- 
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= trade unionist, Mr Ottaviano Del Turco, 


says he is all in favour of a ban on 
smoking: it would have the beneficial 
effect of cutting short many a bargaining 
session. 


Belgium 


That cut-off feeling 


FROM OUR BRUSSELS 





Belgium prides itself on being one of 


_ Europe’s main crossroads. Of late, how- 


ever, it has simply been making a lot of 


would-be travellers cross. On May 2lst, 


public-sector workers began their third 


. J strike in as many weeks to protest against 
= the spending cuts being prepared by the 
centre-right coalition government of Mr 


= Wilfried Martens. Although the official 





-~ strikes have been limited to 24 or 48 


hours, some unofficial stoppages have 
continued almost unbroken for more than 
two weeks. There have been almost no 
rail services in Wallonia, the French- 
speaking south of the country, since May 
13th, and postal services have been dis- 
rupted for even longer. l 





GDP per person: yeh ae 
Modena more than 9m lire; average for ie ae 
northern Italy just below 8m lire; national | 

average 6-6 m lire (1981, latest available) Ch 


nies. The sleek factories on the edge of 
town are not making chips or splicing 
genes, but producing far homelier prod- 
ucts such as bathroom tiles and soccer 
gear. The satisfied, loden-coated Mode- 
nese are not bothered if visitors or new 
industries pass them by. They are doing 
perfectly well on their own. 

The key to Modena’s success is proba- 
bly the large number of its small and 
medium-sized enterprises. Modena 
province has 600,000 people and 30,000 
firms, three times the Italian average of 
firms per resident. Only a handful of 
enterprises in the province—the Fiat 
tractor plant, the Ferrari and Maserati 
works, three clothing factories and a 
processed-foods company—employ 
more than 1,000 workers. 

Its entrepreneurial vigour has kept 
Modena an industrial success in fairly 
old-fashioned and unglamorous lines of 
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Number of firms per 1,000 
Modena 50; national average 17 
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After six weeks of haggling within the 
cabinet, Mr Martens was to present his 
proposals for budget savings of BFr228 
billion ($5 billion) to parliament on May 
23rd. Now that the government has made 
up its mind, will the unions think it worth 
their while continuing with widespread 
strikes? Mr Martens can take some com- 
fort from the fact that the stoppage on 
Wednesday was less keenly followed than 
previous strikes by workers belonging to 
the Catholic trade union in Flanders that 
is linked to his own Christian Democratic 
party. 

The aim of the spending cuts is to 
reduce Belgium's public-sector deficit— 
at 11% of GDP still one of the highest in 
Europe—to 7% of GDP next year. Until 
now the coalition of Christian Democrats 
and Liberals, which first took office in 
1982, had only tinkered with the problem. 
The budget-cutting task has been made 
easier by a weaker dollar and falling 
interest rates; together, they will save the 
government $1.5 billion. But finding the 
extra $3.5 billion to cut was bound to be 
painful. Health-insurance and unemploy- 
ment benefits are to be reduced, and the 
austerity measures will include job losses 


work: engineering, clothing, food-pro- 
cessing and ceramics. The capitalists of 
Modena stay leaders in their figlds by 
modernising equipment and maintaining 
good labour relations. Although family 
ownership is common, many Modena 
companies are beginning to break tradi- 
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tion by raising capital on the Milan stock 
market. 

In this climate, nobody thinks it odd 
that the mayor of Modena, Mr Mario 
Del Monte, is a Communist, or that the 
Communists have a majority in the pro- 
vincial assembly. The region of Emilia- 
Romagna, to which Modena province 
belongs, is the centre of migliorismo, the 
social-democratic reformist strand in the 
Italian Communist party. Modena’s 
Communists coexist peacefully in a city 
whose eighteenth-century ducal palace 
houses Italy's army staff college. Is it all 
this success, one wonders, or Modena’s 
delicious cooking, that gives the people 
in its streets a look of almost smug 
contentment? 


in government departments, the railways, 
postal services and education. 

The private sector gets off fairly lightly. 
The main change is that luncheon vouch- 


ers for staff will no longer be tax-deduct- = 


ible; many firms are expected to sto 


providing them. By way of compensation, ~ 


corporate taxation will be cut by 2%. The 
government says it wants to promote the 
competitiveness of Belgian companies 
and not the extension of staff perks. 


Yugoslavia 


The eight faces of 
Yugocommunism 


Like most of its East European neigh- 
bours, Yugoslavia is holding its national 
party congress this year. The 2,000 or so 
delegates and guests will gather in Bel- 
grade’s Sava Centre from June 25th to 
June 28th, which is the anniversary of 
Yugoslavia’s expulsion from Stalin's Co- 
minform in 1948. But being outside the 
Soviet camp is not the only thing that 
marks off Yugoslavia from its former 
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in the heart of the 
- mountains 
Hotel Waldhaus 


CH-7514 Sils-Maria (Engadine / Switzerland) 
Phone: 01041-82- 45331 - Tx. 74 444 


Personally managed by the owners 
R. Kienberger, F. Dietrich & Family 


An extraordinary hotel with turn-of-the-century charms 
and modern day comfort, beautifully located among 
the mountains and lakes of the Engadine Valley. 


* Marvellous possibilities for hiking and excursions- 
Indoor swimming pool-4 tennis courts (1 covered)- 
Children’s nursery. 

Summer season from June 7th until Oct. 19th 


From our visitor’s book: 
“Since then our visits have been 
the high-spots of our lives.” 
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Twice every month, valuable reports 
about the world of 


= Japanese high technology. 
You'll find them in the 


Nikkei High Tech Report 





You'll read articles about every aspect of 
Japanese high technology: 
@ Market Studies  @ Innovative Research 
@ New Products and how they were developed 
@ New Business Opportunities 
@ Trends for the Future © Legislation 
The Nikkei High Tech Report 
is produced by the Nikkei Industry Research 
Institute, part of Japan’s most trusted news- 
gathering organization. It is read by people 
who do business with Japan, people who compete 
with Japan and people who study Japan. 


To receive a sample Nikkei High Tech Report 
, call or write: .O. Box 7236E 
(415) 321-9832 Menlo Park, CA 94026, USA 
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> NV. Koninklijke Nederlandsche 
Petroleum Maatschappij 


(Royal Dutch) 
Established at The Haque, The Netherlands 






Final dividend 1985 







The General Meeting of Shareholders of Royal Dutch Petro- | 
leum Company held on 15th May, 1986, has decided to 
declare the final dividend for 1985 at N.fl. 8.30 on eachof the | 
268,037,044 ordinary shares with a par value of N.fl 10 | 
outstanding at December 31, 1985, so that the total divi- | 
dend for 1985, including the interim dividend of N.fl. 4.50 | 
already made payable in September 1985, will amount to — ; 
N.fl. 12.80 on each of the said shares. -i 
In the case of holders of bearer certificates with coupons | 
this final dividend will be payable against surrender of cou- 
pon No. 179 on or after 27th May, 1986, at the offices of: 


N.M. Rothschild & Sons Limited, 
New Court, St. Swithin's Lane, 
London EC4P 4DU | 
on business days between the hours of 9.30a.m.and2p.m. — 

zi 
Payment will be made in sterling at the buying rate of ex- | 
change current in London at 2 p.m. on 20th May, 1986, inthe | 
case of coupons presented on or before that date, oron the | — 
day of presentation in the case of coupons presented subse- | 
quently. Coupons must be accompanied by a presentation | 
form, copies of which can be obtained from N.M. Rothschild — 
& Sons Limited. i 


In the case of shares whose dividend sheets were, at the | 
close of business on 15th May, 1986, in custody of a Depos- | 
itary admitted by Centrum voor Fondsenadministratie B.V., | ; 
Amsterdam, this final-dividend will be paid to such Deposi- | 
tary on 27th May, 1986. Such payment will be made through | — 
the medium of N.M. Rothschild & Sons Limited, after re- 
ceipt by them of a duly completed CF Dividend Claim Form. 


| 
Where under the double tax agreement between the United — 


dividend tax has been withheld, the 15 per cent Netherlands 
tax is allowable for a resident of the United Kingdom as a 
credit against the United Kingdom income tax payable in | 
respect of the dividend. The deduction of United Kingdom 
income tax at the reduced rate of 14 per cent instead of at | 
the Basic Rate of 29 per cent represents a provisional al- 
lowance of credit at the rate of 15 per cent. 


Where appropriate, the usual affidavit certifying non-resi- — 
dence in the United Kingdom will also be required if pay- | 
ment is to be made without deduction of United Kingdom 
income tax at the basic rate. 


The Hague, 16th May, 1986. 
THE BOARD OF MANAGEMENT 
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_ ADAPTING TO LOWER OIL PRICES 





y x illi First Quarter First Quarter Year 

3 Cash flow holds up well at £45.6 million na tii A ri 

5.. ` ; FINANCIAL RESULTS £million  £million £million 

} pa sasa i N E Aerea a A aas a god nates ig 

Eastern Canadian marketing p erforms well Turnover (Sales Revenue) 628.7 820.4 2,357.8 

following acquisition of Gulf assets Operating Profit before Taxation 60.8 103.6 265.7 

; Operating Profit after Taxation 20.2 46.4 96.( 

Quebec refinery operates at high capacity Net Profit attributable to the Group 17.8 46.4 71.6 

level Cash Flow from Operations 45.6 69.2 185.4 
Indonesian LNG prices maintained in first Eu ELN å 

quarter but since substantially reduced OPERATING RESULTS s ES S PENRY 1985 

fi- . . Sales of Oil (barrels per day) 304,800 308,400 248,900 

E. d Cost r eduction measures taki ng effect Oil Refined (barrels per day) 97,200 75,600 85,100 

S F Oil Produced (barrels per day) 31,000 31,400 31,000 

Capital expenditure programme cut by 40% Gas Bindi 

(thousands of cubic feet per day) 434,600 432,200 413,400 

Second quarter likely to be weak but balance Gross Wells drilled 93 a 339 

of year looks more promising Oiland Gas Wells completed 61 59 197 
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Fora copy of the Report for the First Quarter 1986 please write to the C company Secretary at the above address 
orto Ms, R. Brenner, American Ultramar Limited, 120 White Plains Road, Tarrytown, New York 10591. 





comrades in Eastern Europe. 

By the time the Belgrade congress gets 
down to business, the country’s ornate 
political, system will have produced as 
many as 36 run-up congresses: one each 
in Yugoslavia’s six federal republics and 
two autonomous provinces; congresses of 
the party-controlled youth, trade-union 
and war-veteran (old Partisan) organisa- 
tions in each of the eight regional units 
and at the national level: and a confer- 
ence of the party organisation in the 
Yugoslav army. Where does Yugoslavia’s 
perpetual-voting communism fit between 
Eastern Europe’s “real socialism" and 
Western Europe’s Eurocommunists? Yu- 
gocommunism is a peculiar mix. There is 
no longer a single, monolithic Yugoslav 
Communist party, but rather eight of 
them. 

The party in Slovenia, Yugoslavia’s 
westernmost and most liberal republic, 
has a lot more in common with the 
Eurocommunist Italian party than, say, 


the party in Bosnia. The Slovene party 
backs private enterprise and keeps up 
reasonable relations with the Roman 
Catholic church. It also tolerates the most 
outspoken press in Yugoslavia, Within 
the official youth organisation there are 
independent “sections”, including a small 
but vocal “peace” movement. Its targets 
include Yugoslav arms sales to develop- 
ing countries. 

In Bosnia, by contrast, simply singing a 
song deemed to be “nationalist” can 
mean five years in jail. In Serbia, which is 
quite liberal in some respects, there is stiff 
resistance among some Communists to 
such measures as the lifting of the unpop- 
ular “agrarian maximum’’—the ten-hect- 
are limit imposed on ownership of land 
after the ending of collectivisation in 
1953. 

But the real disagreements among Yu- 
goslavia’s Communists are about power 
and money. Some, especially the Serbs, 
want local autonomy curbed; others do 


Must the show go on? 


FROM A CORRESPONDENT IN MADRID 
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Well, Hemingway liked it 
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The festival of San Isidro, which is to 
bullfighting what the World Series is to 
baseball, is in full swing. The month of 
daily corridas in Madrid marks the start 
of Spain’s main bullfighting season, dur- 
ing which some 24,000 bulls will be 
killed. Also under way is a fresh—and 
probably forlorn—campaign to ban the 
spectacle. The Association for the De- 
fence of Animal Rights has been placing 
advertisements in the bullfighting pages 


THE ECONOMIST MAY 24 1986 





$ 


i 


£ 
y 


d 


R tor 
~ 


aee PTA 





of Spanish newspapers showing a black 
bull, blood streaming from its mouth, 
and the slogan: “Torture is neither art 
nor culture.” And in Madrid on May 
2lst a group of its members staged what 
is believed to be Spain’s first-ever protest 
march against the spectacle. 

The association, founded two years 
ago, now has 5,000 members. It hopes 
Spain’s entry into the European Com- 
munity will put pressure on the govern- 
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not. They argue, too, about whether 
foreign exchange should be divided up at 
the centre, after bills for the army, the 
security services and interest on foreign 
debt have been paid, or whether the big 
earners, such as Slovenia and Croatia, 
should be able to keep a bigger share for 
themselves. 

Next month's party congress will there- 
fore have its work cut out. The appara- 
tchiks in Belgrade no longer tell the eight 
regional parties what to do. But Yugosla- 
via's Communists still stick to basics. 
They don’t want to share power with non- 
communists. Democratic centralism, the 
rule that allows party high-ups to tell their 
lowlier comrades what to do, is still alive 
and well and working within each of the 
eight regional parties. Even in Slovenia, 
where cultural and religious pluralism is 
tolerated, it is at ‘the party’s whim: the 
privilege can always be withdrawn. “Lib- 
eralism” in Yugoslavia, like democratic 
centralism, is decreed from the top down, 


ment to introduce stricter laws against 
cruelty to animals. At present Spain's 
animal-protection legislation is among 
the weakest in Western Europe. 

Against Ernest Hemingway's admira- 
tion of the “pure classic beauty that can 
be produced by a man, an animal and a 
piece of scarlet draped over a stick” 
opponents of bullfighting set such sordid 
practices as shaving the bull’s horns 
down to the nerves (which makes it 
reluctant to touch anything with them 
and hinders its aim), rubbing vaseline in 
its eyes, and spiking its genitals with 
pins. The opponents also argue that 
bullfighting encourages other forms of 
cruelty to animals. 

Two popes and several Spanish mon- 
archs have tried to ban the spectacle, 
only to see it flourish clandestinely. 
Some Spaniards blame its continuing 
existence on foreign tourists. “The bull- 
fight is a boring and tiresome cliché that 
weighs heavily on Spain, and foreigners 
are largely to blame,” argues Mr Julio 
Caro Baroja, a well-known anthropolo- 
gist. “They deride Spain for its bull- 
fights, but they're the ones that fill the 
bullrings.”’ A survey conducted recently 
by the culture ministry found that just 
over half of the Spaniards asked actively 
disliked the corrida, while only 34% said 
they enjoyed it. 

Yet the 3lm or so spectators who 
attend bullfights every year are not all 
tourists. And bullfighting will be all the 
more difficult to abolish because it has 
become big business: it provides work 
for an estimated 150,000 people and 
generates revenues of $100m a year, 
shared between breeders, promoters and 
the bullfighters themselves, The anti- 
cruelty Campaigners admit that their best 
hope is that bullfighting will eventually 
fade away. Meanwhile, they have issued 
stickers saying: “Toros no. Futbol si,” 
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Mikulic’s turn to sort things out 


not secured from the bottom up. 

As if the congress season did not pro- 
vide enough politics for one year, on May 
1Sth a new president of Yugoslavia’s 
rotating nine-member collective presi- 
dency slipped into his post. He is Mr 
Sinan Hasani, an ethnic Albanian from 
the Kosovo province and a writer. The 
next day, the newly elected federal as- 
sembly in Belgrade endorsed a new prime 
minister, Mr Branko Mikulic, a tough 
Bosnian who organised the Sarajevo 


_ Winter Olympics in 1984. 


For the next two years (and two more if 
his mandate is renewed) Mr Mikulic’s job 
will be to manage the country’s faltering 
economy, although he has few real pow- 
ers to intervene. With Yugoslavia’s annu- 
al inflation at more than 80% , about 1.1m 
people out of work, and a $20 billion 
foreign debt, it remains to be seen wheth- 
er he will be able to carry the powerful 
men from the republics and the provinces 
with him, particularly when it comes to 
closing loss-making factories. Yugocom- 
munism faces a hard test. 


Spain and the EEC 


We too can play 
the game 


FROM OUR SPAIN CORRESPONDENT 


“Spain is attending the Tokyo summit,” 
said a Spanish radio newsreader earlier 
this month, “represented by Mr Jacques 
Delors, president of the EEC Commis- 
sion.” Spain has slotted so naturally into 
the European Community that it already 
seems to have “always been in Europe”, 
as King Juan Carlos says. 

Adjusting to the economic changes 
caused by EEC membership has so far 
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been easier than many Spaniards had 
feared. Falling oil prices have softened 
the inflationary impact of value-added 
tax: the year-on-year inflation rate for 
March was 8.6%, slightly below the aver- 
age rate in 1985. Except for writers and 
journalists who are refusing to pay VAT On 
their work, Spaniards have on the whole 
adapted well to the “European tax”. Tax 
inspectors overwhelmed by tradesmen 
queueing in April to pay VAT for the first 
quarter of 1986 went on strike this week, 
calling for higher salaries and simpler 
procedures for handling the new tax. 
Although uncompetitive firms expect 
to suffer from the lowering of Spanish 
tariffs in trade with the Community (the 
first reduction, in March, contributed to a 
25% increase in Spain’s imports from EEC 
countries compared with the same month 
in 1985), Spanish consumers should bene- 
fit. Foreign investment in Spain between 
January and March was up by a fifth 
compared with the first three month last 
year, and foreign buyers have brought 
brisk business to Spanish stock ex- 
changes. The influx of foreign capital 
should swell even more if the government 
approves a decree, now nearing comple- 
tion, to liberalise exchange controls that 
date from the civil war of the 1930s. At 
present, foreigners investing in Spain find 


it difficult to get their peseta earnings out, 
and capital-gains tax is imposed without 
making much allowance for inflation. 

Spanish officials in Brussels have 
shown that they can be as tough as the 
rest when it comes to defending their 
national interests. They have obtained 
better terms for Spain’s steel exports. 
They are also vigorously opposing pro- 
posals to limit the EEC’s budget by trim- 
ming the regional and social funds. These 
proposals might make Spain a net con- 
tributor to the Community and reduce its 
share of EEC handouts; 26.5 billion pese- 
tas ($190m) has already been ear-marked 
for projects in Andalusia and other de- 
pressed Spanish regions. Less successful- 
ly, it opposed but failed to stop a 3% cut 
in its milk quota. In another move to 
protect its farmers, it is blocking the 
European Commission’s proposals to 
maintain current import levels from north 
Africa and Israel. 

Spaniards appear to approve of all this. 
Membership of the Community helped 
the Socialist prime minister, Mr Felipe 
Gonzalez, to win his NATO referendum in 
March, and it is expected to help him win 
the parliamentary election due on June 
22nd. The Socialists will claim ‘admission 
to Europe” as one of their major 
achievements, 


Overtime for shredders 


FROM OUR BRUSSELS CORRESPONDENT 


The European Commission manages to 
consume one tonne of paper each year 
for every seven of its bureaucrats—and 
the Commission is staffed by 10,000 of 
them. The paper tower of Babel may not 
be as high as the butter or the beef 
mountains, but it is heavy, expensive and 
growing faster since Greece, Spain and 
Portugal joined the Community. 

The main culprit is translations into all 
those official languages. Until 1980 the 
nine member-states got by with six lan- 
guages. English did for both Britain and 
Ireland; French, German and Dutch 
satisfied five countries between them; 
only the Italians and Danes had lan- 
guages to themselves. The three new 
members, with three more languages, 
add almost 50% to translation costs (not 
to mention the Greek typewriters). 

British Telecom has now been called 
in to trim down the paper tower. Its 
electronic mail system is to be used for 
communications between Brussels and 
some of its outstations. Messages will 
pass from screen to screen, or maybe 
from screen to telex. The Commission 
already has its own embryonic system of 
internal electronic mail, and is investing 
heavily in word processors. They should 
prove especially useful for translations. 
Texts will be drafted, corrected and 
revised on screen, then transmitted elec- 


tronically to the poor folk who are meant 
to read them; only then would the words 
have to go on paper. 

It is likely to be another three years 
before this scheme gets going. At pre- 
sent the business of translating, revising 
and retyping costs $105 a page, for the 
750,000 pages translated each year. The 
Commission’s typists produce only 17 
pages a day, compared with 24 in a well- 
run national government department; 
the excuse is that the documents are 
exceptionally complex and arcane. Eu- 
rocrats who think they have seen all the 
paperwork before are quite often right: 
about a tenth of their paper is recycled. 
The commission says that by the third 
recycling the pages become difficult to 
read. Would anybody notice? 
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E You may think no airline 
can improve on it. 


We've worked hard to make our menu the best in national cuisine of your country of departure or arrival. 
the air. And a lot of people seem to think we've succeeded. Our menus are constantly changing, And our chefs 
Our passengers can enjoy deliciousentréeslike Lobster constantly trying to go one better. Hk 


rmi Prawns Neuburg or Roast Loin of Veal. i m 
The rmidor, l rawns Ner g or Re Even though = o i 
Filet Niçoise is particularly popular. its remarkably == km-i LI =$ aja he 
If you're flying long haul, you can even savour the difficult. Welcome to our world. 4> 



























































Anunshakable resource - 
inashifting universe 


Every day, the world of telecommunications becomes 
more complex. 

New equipment appears, new suppliers enter the 
market, new methods - and even completely new 
technologies — evolve. 

In this universe of change, there's one unshakable 
resource. A resource which has emerged unscathed 
from the turbulence of the last ten years. A resource 
which provides a firm framework for the future 

Ericsson Telecom. 

A single organisation that offers 
unique total telecommunications 
capability. 

We've adopted the diamond as the 






symbol of this unique resource. Diamonds are rare and 
valuable. Diamonds are almost indestructible. Above 
all, the facets of a diamond work together to reflect 
the brilliance of its inherently simple core structure. 

At the core of Ericsson Telecom lies the AXE 
digital switch — one system, comprehensively capable, 
modular, future-proof. The facets of the Ericsson 
Telecom diamond reflect the total competence of this 
uniquely successful core concept. 

Ericsson Telecom offers access to the world’s most 
advanced network hardware and software...the 
world’s widest spread of national support offices... 
the world’s most successful telecoms research and 
development...and the world’s best record in 
managing the transfer of technology. 

Any telephone company choosing Ericsson 
Telecom as a partner is making a wise investment in 
an assured future. 


See the substance behind the symbol 

The unique total telecommunications capability of 
Ericsson Telecom cannot be described in a small space. 
Get the full story of the world’s most successful system 
after its first astonishing decade, and see the future it 
offers from now until the end of the century. 

Write to Ericsson Telecom for ‘The Most Valuable 
Asset in World Telecommunications; a new brochure 
which brings out the brilliance of the diamond, facet 
by facet. 


Ericsson Telecom, S-126 25 Stockholm, Sweden. 
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Baker has a lot to learn 


will take all Mr Kenneth Baker’s deft- 
ss and vigour to shore up the rickety 
structure of British education. On the day 
of his appointment as education secre- 
tary, succeeding Sir Keith Joseph, two 
rows broke out: howls from the universi- 
ties about their grants for the next aca- 
demic year and a critical report from Her 
Majesty’s Inspectors (HMI) on their annu- 
al survey of schools and colleges funded 
by local authorities. 

The timing of the announcement of Sir 
Keith’s successor was clearly meant to 
imply that Mr Baker’s arrival would put a 
stop to all the bad news. It will not. Two 
factors have made Sir Keith’s stay at the 
Department of Education unpopular. 
„They cannot simply be reversed: 

@ The reforms in the schools which Sir 
Keith has begun (like the introduction of 
the new GCSE exam, and the improve- 
ment of in-service training of teachers) 
are often popular in theory but difficult to 
put into practice. Sir Keith has too often 
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given the impression that he thinks all 
teachers and academics are left-wing lay- 
abouts. That emphasis can be dropped, 
but the reforms themselves cannot. 

@ The drive for better education has 
taken place at a time when government 
spending has been squeezed. Education 
has been an easy target: lots of evident 
inefficiencies, falling school rolls and— 
until the last few months—not an obvious 
vote-winner. In real terms, the total edu- 
cation budget for 1985-86 was fractionally 
lower than in 1978-79, If current spending 
plans remained unchanged, education 
would get 11% less in 1988-89 than ten 
years earlier. 

Mr Baker will now probably get more 
money—partly to pay for higher teachers’ 
pay and the GCSE exam and partly, as Sir 
Keith hinted before he left, to help the 
universities from 1987-88 onwards. But 
he will also continue Sir Keith’s search for 
better value-for-money from education. 

That search is well under way in the 
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Cabinet pudding 


At least the deed was done swiftly. Mrs 
Thatcher has once again restlessly re- 
arranged her dwindling stock of cabinet- 
level material to try to improve her 
government's image. 

Mr Kenneth Baker’s move to educa- 
tion, after a mere eight months in the 
cabinet as environment secretary, would 
have seemed demotion were it not so 
obviously a rescue operation by one of 
the few senior ministers Mrs Thatcher 
finds both loyal and presentable. That 
Mr Baker is also a wet merely adds to his 
suitability for the post. At 51, he has 
risen from being a diligent minister for 
high technology to win his spurs by 
pushing through the abolition of the 
metropolitan counties and calming the 
chaos in which local-government finance 
had been left by Mr Michael Heseltine 
and Mr Patrick Jenkin (though actually 
by Mrs Thatcher and the Treasury). He 
is self-confident and emollient, with an 
inborn aversion to radical reform. That 
will comfort his new department, as 
much as the extra cash which Mr Baker 
will win. 

Far from emollient is Mrs Thatcher's 
somewhat despairing replacement for 
Mr Baker at environment: Mr Nicholas 
Ridley from transport. Radical of tem- 
perament and short of temper, Mr Rid- 
ley would be nobody's first choice to 
pour oil on troubled local-government 
waters, or master at speed the complex- 
ities of the rate-support grant. A non- 
internationalist with an aversion to pub- 
lic spending, his appointment appalled 
those Tories who want tougher conserva- 
tion and more cash for public housing. 
At the Department of Transport, he 
pushed through one of the most drastic 
social changes of the present parliament, 
the legislation to deregulate local buses. 
He will now have to decide whether to 
leave the explosive issue of rates reform 
on the shelf or plod on with it through 
the pre-election months. Mr Ridley is no 
political trimmer and could well decide 
to do what he believes to be the right 
thing, which may be bad news for elec- 
torally-sensitive Tories. 

His replacement, Mr John Moore, is 
Mrs Thatcher’s fifth transport secretary 
in seven years. He has spent most of his 
ministerial career first at energy and then 
as “minister for privatisation” at the 
Treasury, where he was frequently wor- 
sted by the mandarins of the Inland 
Revenue. He must now see if he can 
succeed where Mr Ridley failed and 

privatise British Airways. 
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iversities. They have resented the cuts 
img their cash since 1981, but they have 
bee ¢d by them: dons andadminis- 


trators are more aware that money mat- 
ters, and productivity has improved a bit: 
the ratio of students to staff has crept up 
from 10.9 in 1979-80 to 11.6 in 1983-84. 
But the government now appears to ad- 
mit that the fresh squeeze on the universi- 
ties may strain them intolerably. The 
pressure comes from two separate 
developments. 

First, the total government grant to 
universities for the next academic year is 
only 2.4% more than this year—ie, prob- 
ably a small cut in real terms. The univer- 
sities had been told that in November. 

But the money available for distribu- 
tion was lower than expected once local- 
authority rates had been deducted from 
the grant. Given the claim by the Univer- 
sity Grants Committee (UGC) that univer- 
sity costs rise by 1.5% a year more than 
general inflation, universities will have 
5% less purchasing power in the current 
financial year, and further falls of over 
2% planned for the next three years. 

On top of that overall reduction comes 
a new way of distributing the grant. In the 
past, grants have been decided on the 
basis of what a previous chairman of the 
UGC described as “informed prejudice”; 
those universities which have historically 
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spent more money on teaching people 
have simply been deemed expensive, and 
given a bigger wodge of money. Now, it is 
assumed that (with marginal adjustments 
made for “special factors” like expensive 
museums) there is no reason why it 
should cost any more to teach a student 
physics at, say, Oxford than Loughbor- 
ough. That is probably why several presti- 
gious universities have done badly: Ox- 
ford’s grant remains the same as last 
year’s in cash terms; Edinburgh’s declines 
by 0.3%; Durham’s by 0.5%. 

The distribution of grant has also been 
affected by a new assessment of the 
universities’ research departments. The 
government, and many within the univer- 
sities, agree that it makes sense to con- 
centrate expensive research in the places 
which do it best. The difficulty comes 
when you try to decide which those places 
are. Next week, the universities will hear 
from the grants committee how their 
award has been worked out, and how 
their research facilities scored. 

The grants committee is already work- 
ing on a new and much-needed refine- 
ment of the way the grant is shared out, 
which would take account of individual 
universities’ efficiency. In late summer, a 
group under the chairmanship of Profes- 
sor Mark Richmond, vice-chancellor of 
Manchester University, will report on 


The Old Lady coins it 


Treasury officials work harder than their 
counterparts in the Bank of England, 
and reckon their pay should reflect this 
fact. It doesn't. The Bank's annual re- 
port shows that the governor, Mr Robin 
Leigh-Pemberton, was paid £90,085 in 
the year to end-February. Over the same 
period the Treasury's top official, Sir 
Peter Middleton, got £56,700. (Since 
March, when the second chunk of last 
year’s controversial rise for top civil 
servants was phased in, his pay has been 
£70,000 a year.) 

Bigger anomalies sit a couple of 
notches further down, though grade-by- 
grade comparisons are impossible be- 
cause of the way the Bank keeps every- 
body, including its own staff, guessing 
about its salary structure. Last year 202 
of the Bank’s employees were paid more 
than £30,000. To get that much in the 
Treasury this year you would have to be 
an under-secretary (in charge of a group 
of policy divisions) or above; there are 
34 such posts. If you were on the corre- 
sponding rung in the Bank in 1985, you 
were paid at least £50,000. 

What really hurts those Treasury offi- 
cials who come into contact with the 
Bank are the Old Lady’s more creative 
forms of remuneration: low-interest 
mortgages, school-fee and travel loans, 


fancy offices (the Treasury, apart from 
the bits that are frequently on show, is a 
dump), heavily subsidised dining rooms 
for each tier of staff, not to mention 
Bank of England chequebooks that cre- 
ate a stir in Harrods. The Bank is a 
nationalised industry, answerable to 
Whitehall. The Treasury could pull it 
into line if it really wanted to. 
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new ways of measuring performance in 
universities. Some performance indica- 
tors—cost per student, say—could be fed 
into the UGC’s distribution farmula with- 
out too many problems. Others, like the 
employment rate among a university’s 
graduates, could also be used if the fig- 
ures were collected. 

To build incentives into the grant sys- 
tem in this way would be a big improve- 
ment on what happens now, which is to 
assume that cutting a university's re- 
sources will force it to make the most 
sensible savings. Too often, savings made 
in haste are either the wrong ones (800 
new staff have had to be expensively 
recruited to make up for excessive redun- 
dancies after cuts in 1981) or are designed 
to make a political point—closing a much- 
needed engineering department, say, in- 
stead of the school of Slavonic studies 
which the government would like to go. 


Sorting out the schools 

Value-for-money is what the government 
has been trying to win from the schools, 
too. Mr Baker needs to pick targets, for 
savings and for more cash, more careful- 
ly. The HMI report blames (in no particu- 
lar order) bad teaching, shoddy accom- 
modation and poor management for a 
deterioration of school provision in Eng- 
land. “The schools sector”, it concludes, 
“is generally stretched for money and 
resources.” Money alone will not solve 
the problems, but the report suggests that 
they will not be solved without it. 

Poor management was blamed by HMI 
for poor-quality work in over a quarter of 
the schools they visited. An Industrial 
Society conference earlier in the week 
drew attention to the haphazard way in 
which lots of secondary schools choose 
head teachers, compared with the elabo- 
rate lengths to which a private compa 
will go to select its top managers. ' 
change that, Mr Baker will probably find 
that he has to pay more to get good head 
teachers. The unions will want them all to 
get more. Mr Baker will probably argue 
for wider differentials. Sounds familiar, 


Labour left 


some they win, 
some they lose 





Do Labour's local left loonies cost it local 
votes? The results from the recent elec 
tions were bewilderingly mixed. The lefa 
triumphed in the London borough of 
Lambeth. There the ultra left-wing Mr 
Ted Knight and his comrades, threatened 
with disqualification from council mem- 
bership for setting rates too late last year, 
had gone to court, lost, and quit. A new 
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Boom times go by 


Not since the early 1970s have British 


had it : 
Ir beeen, 


companies 
S Oe ene yell bard seas type OE jg sored 

But high profits will only mean more jobs if companies invest them, or 
they encourage new businesses to open up 


In the past four years, non-oil compa- 
nies’ gross trading profits (ie, before 
stock appreciation and interest pay- 
ments) have risen by almost 70% in real 
terms—more than reversing the steep 
decline during the 1979-81 recession. 
Profits have outpaced all other forms of 
income. Their share in non-oil GDP has 
jumped from 9% in 1981 to 13% last 


ear. 

; Although oil companies’ profits will be 
squeezed this year and next, stockbro- 
kers expect those of non-oil groups to 
continue to grow by another 15% or 
more a year. The Treasury reckons that 
the real rate of return of the non-oil 
sector will rise to 10% in 1986—up from 
a low of 3% in 1981, and the highest level 
since the early 1970s (see chart 1). 

Why the bonanza? British industrial- 
ists have long been clamouring for lower 
interest rates, a more competitive ex- 
change rate and stronger demand. This 
year, they have enjoyed all three, with 
the extra bonus of cheaper raw 
materials, 

@ Each one-percentage-point drop in 
interest rates trims industry's costs by 
£300m a year. So the three-point drop in 
base rates since January could be worth 
£1 billion a year. Industry's income gear- 
ing (interest payments as a proportion of 
profits) has already fallen from 36% in 
1980 to 26% in 1985—the lowest level 
since the early 1960s; this year, the ratio 
B. will slip further. 

. @ Since last summer, sterling has fallen 
by about 15% against the D-mark, while 
rising by roughly the same amount 
against the dollar. This is the best combi- 
nation many companies could hope for; 
it cuts the cost of dollar-priced raw 

az materials and boosts revenues by making 
British goods more competitive in Euro- 

pean markets. The losers are those com- 

» panies that earn a big slice of their profits 





Who profits 
1983-95 forecast 

Chemicals +50 +7 
Cars and components +47 +23 
Industrial materials +40 +14 
Food retailing +29 +19 
Health & household +26 +24 
Stores +23 +20 
Textiles +23 +14 
Leisure +21 +34 
Mechanical engineering +19 +19 
Brewers & distillers +17 +15 
Building materials +16 +17 
Food manufacturing +13 +17 
Electronics +4 +20 
Construction +3 +25 
Total industrial +20 +18 

is* +21 —28 
Banks +21 +19 


Source: Phillips & Drew. *Net protits. 


in America. 

@ Oil accounts for around 5% of indus- 
try’s total costs, so the halving of oil 
prices, if fully passed on to industry, 
could reduce costs by more than 2%— 
worth perhaps £2 billion in 1986. If other 
forms of energy also become cheaper, 
the saving could be greater still. The 
biggest gainers will be energy-intensive 
industries such as chemicals, building 
materials and metals. 

© Profit margins are widening. In the 
year to April, industry’s raw-material 
prices fell 9%, but output prices rose 
4.5% (see chart 2); even higher wage 
costs would not account for the 
difference. 


Some did worse 

Not everybody is invited to the party. 
The table, based on figures from the 
stockbrokers, Phillips & Drew, shows 
which industrial sectors performed best 
in the three years to 1985, along with 


1 Real rates of return* 2 Producer prices 3 Profits and investment* 
Industrial & commercial % change on previous year Non-oil Companies 25 
companies (1980 prices) m 

7 = A Retained profits » 20 

fet = i / 
f J= / % fe + 
A - 
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ro 
== Capital expenditure 

Non-oil =] and stockbuilding 5 

$ 0 
197274 76 78 80 82 84 86fcast 1984 1985 86 1972 74 76 78 80 82 84 85est 
Sources: Treasury; Dept of Trade å industry *Adjusted for estimated effects of privatisation 
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forecasts for 1986. Top of the league 
during the past three years were chemi- 
cals, cars and components, and industrial 
materials; all three had lots of room for 
recovery after the recession. Food retail- 
ers have also been harvesting the re- 
wards of big improvements in productivi- 
ty and higher margins: see, for instance, 
the 23% improvement in the profits of J 
Sainsbury, the supermarket chain, in the 
year to March. 

The sectors which did worst during the 
three-year period were electronics and 
construction, which was squeezed by the 
slump in housebuilding. But Phillips and 
Drew reckons that in 1986, as house- 
building picks up, the profits of the 
construction sector could jump by 
25%—the second fastest increase of the 
sectors included in the table. 


But investment lags behind 
Unfortunately, some of British indus- 
try’s costs are still outpacing those of its 
trading partners: unit labour costs rose 
8.3% in the year to March. Wage settle- 
ments show little sign of moderating. 

Will companies turn their higher prof- 
its into higher investment—and so into 
more Output and jobs? There has been a 
longer-than-normal lag between the re- 
covery in their retained profit (net of tax 
and dividends) and expenditure on phys- 
ical assets (see chart 3). This may partly 
be a statistical illusion: official on 
company finances are notoriously unreli- 
able. But the gap also reflects compa- 
nies’ current preference for taking over 
existing assets rather than buying new 
plant and machinery. The total of 
takeovers was £7 billion in 1985—the 
highest since 1968 in real terms—and this 
looks likely to be topped in 1986. Many 
of the mergers will make existing compa- 
nies fatter, rather than fitter to expand 
production and jobs, 

In its latest review, the National Insti- 
tute of Economic and Social Research 
shares this pessimism about business 
investment, which it expects will slow 
down sharply this year. And its forecast 
for growth suggests that the profits bo- 
nanza may be nearing its end. Exports, 
which have been, with capital spending, 
the driving force behind recovery, are 
also weakening. So the Institute expects 
GDP to rise by only 1.9% in 1986, well 
below the Treasury's forecast of 3%. 

The institute has a reputation for un- 
due pessimism. But new figures just out 
confirm that economic activity has 
slowed sharply since the middle of last 
year. During the past three quarters, 
GDP has grown at an annual rate of only 
1.8%—little more than half the average 
rate of growth between 1982 and 1985, 
Britain has enjoyed its longest upswing 
this century—and even Thatcherism can- 
not defeat the trade cycle. 
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f Labour candidates fought on the 
uncil’s record. Labour came back 


with a majority and a large gain in 
votes: 
Lambeth, % vote 

1982 1986 change 
Labour 33.2 44.4 +11.4 
Conservative 39.4 33.2 - 62 
Alliance 26.9 21.2 = §.7 


The shifts since the previous election 
made this one of Labour’s best results in 
London. 

The results from the rest of London 
were contradictory. In Haringey, Labour 
was led by the press’s favourite black 
bogeyman, Mr Bernie Grant; it increased 
its majority there, with an average sort of 
swing. Labour did very badly in Tower 
Hamlets, where an old-style leadership 
had resisted the changes which have 
turned the party to the left elsewhere in 
the East End. But Labour also lost 
ground to the Alliance in Islington and in 
Southwark, where it has moved sharply 
left. 

In Liverpool (where Labour councillors 
are still fighting disqualification in the 
appeal court), Militant spokesmen de- 
clared the result a famous victory. It was 
far from that. Witness the voting figures 
of the past four local elections: 


Live I, % vote 

1982 1983 1984 1986 
Labour 38.6 468 462 418 
Liberal & SDP 354 316 344 44.6 
Conservative 9565 21.3 90° 125 


Since 1982, when a minority Liberal ad- 
ministration ran Liverpool, Labour has 
won an extra 3.2% of the vote—but in 
The Economists national sample of ur- 
ban local voting it has advanced by 8.4%. 
It did unusually well in Liverpool in 1983, 
as it regained control (helped a bit by a 
local split between Liberal and spp that 
year). But since then Labour has lost 5% 
in Liverpool, while making a national 
gain of 2.7%; this made Liverpool the 
second-worst of Labour's big-city results. 
That may be some comfort to the national 
leadership, wrestling to expel five Liver- 
pool Militants, including Mr Derek Hat- 
ton, the council's deputy leader. 
Labour's worst big-city result was in 
Leicester. The Labour vote, in the wards 
fought this year, was down 9% on last 
year, and down 7% on two years ago. The 
ruling Labour group here has not yet 
joined the loony left, but its vigorous 
campaigning for left-wing causes, under 
the leadership of Mr Peter Silsby, has 
been controversial locally. Criticism in 
the elections focused on the extravagance 
of the celebrations around renaming a 


| park after Mr Nelson Mandela—and a 


| 


| 
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rise of 80% in the district council's rate. 

The evidence from Liverpool and 
Leicester is supported by a ward result in 
Knowsley, the metropolitan district ad- 
joining Liverpool. There one of Labour’s 
MPs, Mr Robert Kilroy-Silk, is under 
threat of deselection in favour of a Mili- 
tant candidate. In Park ward (in Mr 
Kilroy-Silk’s constituency), a deselected 
Labour councillor stood as “Labour 
against Militant” and polled 57% against 
the official candidate’s 25%. 

Yet Geordie voters sent the opposite 
message. In North Tyneside district, a 
split last year led to a “Labour against 
Militant” splinter taking over the council, 
with Tory support. Official Labour 


British Rail Engineering 
Chins on boots 





thrashed the rebels at the polls: in s 
wards where Labour voters could 1 
their choice, 54% voted for the | 
label, only 14% for the rebels. , 

Whatever the voters’ view, so far 
one left-wing leader has lost his 
leagues’ confidence. In Edinburgh 
Labour vote for the regional council ' 
modest 2% lower than in the di 
elections of 1984, when Labour first 
over the city. Here the strident left- 
leader, Mr Alex Wood, had led 
council into confrontations with bot 
Scottish Office and its own auditors. 
the Labour group has replaced hir 
several lieutenants with officers fror 
“cuddly left”. 





Maintenance used to matter more 


Skilled middle-aged men who lose their 
jobs find it harder than anybody else to 
get new work. Lots became unemployed 
in the big industrial redundancies of the 
early 1980s. Those had seemed to be 
over—until the past couple of weeks. The 
latest jobs to go are at British Rail 
Engineering (BREL), whose engineering 
workshops are to shed up to 5,000 jobs 
over the next three years, in addition to 
1,750 which have already gone. Mr Jim- 
my Knapp, the railwaymen’s leader, at 
once asked his members to “get your 
chins up off your boots” and declared that 
he would organise a strike ballot. 

The jobs cut will, say British Rail, take 
£30m a year off its maintenance bill. That 
will help it approach its target of cutting 
government subsidy by a third. But the 
main reason for BREL’s decline is that 
modern trains need less maintenance. 
Also, since they travel faster, there are 


fewer of them. BREL’s employmer 
already fallen from 35,000 in 19 
23,000 this year. While work at the 
neering workshops declines, there 
booming business for the other | 
BREL, which actually makes the tra 
is this part which, the unions fear, 
be hived off to the private sector. 
The only hopeful sign for Britis! 
employees is that none of BREL’s 
shops is being closed down altog 
That implies some hope of new o 
once BREL stops relying on Britis! 
itself for business. It also makes th 
of creating new jobs for the redu 
railwaymen—an as-yet-unnamed | 
Rail director will be appointed to d 
that—marginally less gruesome. M; 
those made redundant when the 
neering works at Swindon clos 
March have already found new job 
many of the new job losses are in ai 
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high unemployment: 1,410 at Doncaster, 
1,100 at Springburn, Glasgow. 

The numbers of people becoming new- 
ly unemployed has been fairly stable for 
some time. Some industries are now 
grumbling about skill shortages, as they 
always do at the end of a boom. But Tory 
MPs fear that the loss of large numbers of 
jobs at British Rail, from the shipyards, 
and in the coalfields means unemploy- 
ment may be even higher by the time of 
the election than it is now. 


Old people 
No place like home 


While most of the radical ideas of the 
1970s for attracting more private money 
into health care or education have so far 
come to nought, one social service has 
accidentally gone private on a massive 
scale. It is the residential care of old 
people. Some parts of the country now 
have far more private homes for old 
people than homes run by local 
authorities. 

The reason is partly the growth in the 
numbers of the very old—but mainly an 
unintended effect of the social security 
system. Old people who want places in 
local authority homes generally have to 
satisfy the authority that they cannot cope 
at home. Those who want places in pri- 
vate homes pass no such test. They simply 
have to be able to pay the fees. And if 
they cannot pay, they can claim a supple- 
mentary-benefit payment to cover the 
cost of their board and lodging. That 
payment is now limited to £120 a week, 
which many homes claim is too low to 
r the cost of caring for the oldest and 
. So the breakneck expansion of 
Id-folks’ homes has slowed. And 
«partment of Health and Social 
Security (DHSS) is now trying to evolve a 


sensible relationship between the old lo- 
cal-authority sector and the new private 
homes. 

Some local authorities have found ways 
to benefit from the growth of private 
homes. Thus in East Sussex, which now 
has 10% of all private old people's 
homes, and a private sector four times 
larger than that of the local authority, the 
county has been able to shut and sell its 
least suitable homes, and to close others 
for refurbishment. Dorset, which now has 
over four times as many beds in the 
private sector as in local-authority homes, 
has shut some homes and reinvested the 
money in community care. 

Many authorities have been tempted to 
benefit another way: they have been 
approached by private companies anxious 
to buy suitable buildings to run as homes. 
Last week, Hampshire County Council 
turned down an approach to its county 
treasurer from a subsidiary of a financial 
services company, the Industrial Finance 
and Investment Corporation, to buy 
homes complete with residents. The com- 
pany says other councils are more inter- 
ested in such deals. 

Only one authority, the London bor- 
ough of Wandsworth, appears so far to 
have sold homes with old people in them; 
it disposed of one in Broadstairs and one 
in Battersea, with a contract safeguarding 
their quality of care. 

One authority is exploring a different 
approach. In Norfolk, where the number 
of places in private homes has risen from 
500 in 1979 to over 3,000 (while the local 
authority and voluntary sector provide 
some 2,200 beds), the social services 
department is trying to build a partner- 
ship with the best of the private-sector 
homes. It already insists that would-be 
proprietors take a six-month part-time 
training course which it runs with Nor- 
wich City College before it will register 
their home. Now the director of social 





services, Mr Emlyn Cassam, has 
to 250 proprietors suggesting a d 
@ The proprietors would agree to give 
care Only to those who require it, and to 
try to equip those residents who can cope 
for a return to independent life. 

@ They would accept any resident whom 
the social services feel to be in need of 
their care; typically, private homes take 
fewer of the frail, disabled and confused 
elderly than local authorities do. 

@ They would consider providing home 
services and meals-on-wheels to old peo- 
ple in their neighbourhood, especially 
when that would save the council from 
looking after old people far from towns in 
Norfolk’s sprawling countryside. 

And what would the proprietors get in 
exchange? Two things, says Mr Cassam: 
@ The resources of the social services 
department, which could help them with 
staff training, sorting out management 
problems, and perhaps some extra cash. 
@ Practice in living with the inevitable. 
With roughly half the old people in pri- 
vate homes now paid for by supplemen- 
tary benefit, the DHss is looking at ways 
of making local authorities gatekeepers 
for the private sector. Some councils 
think that a third of the old people in 
private homes are fit enough to live 
independently. Money which might be 
spent providing community services to 
keep them at home is going instead in 
supplementary-benefit payments to keep 
them more expensively in institutions. 
Already a pilot study is looking at how 
local authorities might assess the need of 
old people for a place in a private home, 
and trying to determine the right charge 
for keeping them there. 

Norfolk may be a model for other 
authorities. Many are still trying to dupli- 
cate the role of the newly-eniarged pri- 
vate sector instead of inventing construc- 
tive ways to take advantage of it. They 
would find it easier if the government did 
not simultaneously urge them to expand 
community care, restrict their budgets 
and pour money into private institutional 
care for anybody who asks for it. 


Cricket 
Grass stopped play 


On the field of pompous fervour, the 
English cricketing establishment outplays 
everybody. In Mr Ian Botham, cricketer 
and occasional cannabis consumer, it has 
now found a ridiculous passion. 

On May 19th, Mr Botham was dropped 
from the England party for which he had 
been selected to play the touring Indian 
team in some one-day internationals 
Starting on May 24th. The decision to 
junk him, taken by the executive commit- 
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te®of English criçket’s ruling authority, 
theXCest and County Cricket Board, fol- 
lowed day newspaper article in 
which Mr Botham, who is 30, said that he 
had smoked cannabis when he was in his 
early 20s. He will now appear before the 
board’s disciplinary committee and may 
be banned from test cricket for a year or 
more. That would probably mean the end 
of his Test career. 

Unlike, say, American football, Eng- 
lish cricket is not a game with a drugs 
problem. For one thing, its players are 
too poorly paid to support expensive drug 
habits. But a little over a year ago—not 
too long after Mr Botham was convicted 
for possessing (though not smoking) can- 
nabis—the Test and County Cricket 
Board introduced tough new anti-drug 
regulations. Mr Botham has not admitted 
using cannabis since then, though the 
police are investigating allegations that he 
smoked it during his charity walk down 
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the length of Britain last winter. 

Mr Dennis Compton, a former test 
cricketer and advocate of cricketing links 
with South Africa, has said that Mr 
Botham should be banned for life. His 
view is typical of those in cricket’s estab- 
lishment who find Mr Botham’s swash- 
buckling style hard to take. Many of them 
made him a scapegoat for England's poor 
showing in its recent tour of the West 
Indies. The gentlemen of the Lord’s pa- 
vilion can fondly remember the ‘‘charac- 
ters” of their days, but cannot accept the 
“lads” of today. 

Mr Botham has, arguably, been fool- 
ish. He was wrong to deny the initial 
charge that he had ever smoked cannabis, 
more foolish still to sue the newspaper 
that made the accusation (a case he has 
now dropped). Those who would like to 
see him out of the England team are 
poised to seize a golden opportunity. 
Their vengeance would be the sweeter if 


Old hatreds die hard 


At the next general election, the Scottish 
Conservative and Unionist party will be 
challenged by Scottish Orangemen in 
nine of the constituencies it currently 
holds. The threatened MPs are either big- 
wigs in the cabinet and the Scottish office 
(like Mr George Younger and Mr Mal- 
colm Rifkind) or else hold marginal 
seats. The Grand Orange Lodge of Scot- 
land, first cousin to Ulster’s Orange 
order, thinks its Ulster kinsmen have 
been sold down the river by the Hillsbor- 
ough agreement between the Irish and 
British governments. This is the orange- 
mean's way of reminding the Tories of 
the meaning of their Unionist tag. (Ever 
since Labour backed Irish home rule, it 
has been able to count on the papist 
vote.) 

Since the Scottish-bred Saint Patrick 
went west, people have always travelled 
between the two Celtic countries, and 
often turned their religions into a source 
of strife. A century after the Roman 
Catholic James II was beaten at the 
battle of the Boyne in 1690 by the newly 
arrived William of Orange, Scottish sol- 
diers who had been serving in Ireland 
brought back the first charters to start 
Orange Lodges at home. Scotland’s 
Grand Orange Order now claims 80,000 
members. Its principles are support for 
crown, constitution and the Protestant 
faith. But its marches often seem to be 
simply excuses to stir up trouble against 
Scotland’s 850,000 Roman Catholics, 
80% of whom live within 25 miles of 
central Glasgow. 

Religious sectarianism sh ned 
when the industrial revolution brought 
over a wave of Irish labourers, impover- 
ished by the potato famine of the 1840s, 
to Glasgow and the coal pits in Ayr and 


Lanarkshire. Roughly one-third of Irish 
immigrants in the nineteenth and early 
twentieth century were Protestants, but 
employers were more likely to use the 
Roman Catholic Irish as strikebreakers. 

Sectarianism reached a peak during 
the depression. The Billy Boys, an anti- 
Roman Catholic Glasgow gang, claimed 
800 members. Factories with vacancies 
carried the notice “No Roman Catholics 
need apply”. The elders of the Church of 
Scotland repeatedly requested the gov- 
ernment to ban immigration from 
Ireland. 

Today, relations between the upper 
echelons of the Church of Scotland and 
the Roman Catholic hierarchy could 
hardly be chummier. In Glasgow, the 
two churches send out a joint Christmas 
card. In the past ten years, and especially 
since the Pope’s visit to Scotland in 1981, 
Catholics have become more confident. 
If employers still discriminate against 
Roman Catholics, it is only in small 
firms. Many top posts in Glasgow are 
held by Roman Catholics, something 
which would have been unthinkable 
even a decade ago. 

Education is helping Roman Catholics 
to escape poverty. The 1918 Scottish 
Education Act transferred all schools 
run by churches to the state. But its 
section 22 guaranteed that the religion of 
the previous owners would continue to 
be taught. They could also veto new staff 
if they were not of the right “belief and 
character”. Only the Roman Catholics 
took up these options which, in effect, 
gives them a separate, but state-funded, 
education system. Of Scotland’s 400-odd 
secondary schools, 79 are Roman 
Catholic. 

Sectarianism in the Glasgow area is 





Mr Botham’s Test career were to end 
when he needs just one more Test wicket 
to equal Mr Dennis Lillee’s record, for 
Australia, of 355. 


less nasty than it is in Belfast, partly 
because there has never been a Roman 
Catholic ghetto. All Glasgow's poor this 
century have shared much the same fate 
at the hands of the council’s housing 
department, which now owns 60% of the 
city’s housing stock. Roman Catholics 
and Protestants have been slum-cleared 
and resettled side by side. Certain areas 
of Glasgow have a Roman Catholic fla- 
vour (and these are the ones through 
which the Orangemen like to route their 
marches), but they are nothing like the 
enclaves in which Belfast's Protestants 
and Roman Catholics choose to immure 
themselves. 

Today, sectarianism is secular. Most 
of the time it lies dormant, but the 
summer marching season and football 
rivalry can revive it. On May 17th, the 
Apprentice Boys of Derry, Scotland, 
kicked off the marching season in Glas- 
gow. (The Roman Catholic Ancient Or- 
der of Hibernians used to be hot on 
marching, too, but its membership is 
much smaller than that of the Orange 
lodges.) Any match between the Celtic 
and Rangers football clubs can be anoth- 
er flashpoint for tribal conflict. Celtic 
flies the Irish tricolor above its Parkhead 
ground. No Roman Catholic has played 
for Rangers since 1910. 

Ironically, the separate Roman Catho- 
lic education system which has helped 
Roman Catholics is held by some to be 
the only reason Protestants can tell them 
apart. The question, *“Where did you go 
to school?” is a giveaway. For the mo- 
ment, the difference between the two 
sects matters less and less. That could 
change if Ulster becomes more violent. 
A great many Ulster Protestants consid- 
er Scotland their bolt-hole. Some would 
bring with them nasty ideas about Ro- 
man Catholicism—ideas which are dying 
at last in Scotland. 
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Rebuffed by Fiat, Ford said it may 
take a big stake—even a controlling 
one—in Italy's state-owned (and 
loss-making) Alfa Romeo. 


Mixed economic signals from the 
United States: GNP growth in the first 
quarter revised upwards, but 
EA profits sagged (after tax) by 


Oil prices bounced as high as $17 a 
barrel in the aftermath of C 

and on fears that OPEC will at last 
succeed in agreeing to a production 
ceiling: prices later tumbled. 


Russia claimed that industrial 

in the first four months of 
1986 was 6.3% higher than in the 
depressed first third of 1986—the 
biggest rise for more than five years. 


The London Stock Exchange said 
that it wanted to computerise the 
transfer of share ownership within 
three years. 


While the West ponders its nuclear- 
power programme, Cuba placed a 
big contract with Russia for 
equipment for its planned first 
nuclear plant. 


The Bank of England, which is run 
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as a business, is paying a dividend 
of £39m to the Treasury for the year 
ending last February—55% more 
than the year before. 





France, Britain and West Germany 
pulled the plug on an international 
standard for high-resolution 
television, proposed by Japan and 
backed by America. 


British Airways, worried about stay- 
at-home Americans, is giving away 
5,600 return tickets to Britain. 


The French government said it will 
open up the market for value-added 
telecommunications services to 
competition. 


Saudi Arabia dropped its order for 
800 American Stinger missiles, 
hoping that the rest of the $354m 
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arms deal will now get through 
Congress. 


Sperry started merger talks with rival 
computer mainframe maker 
Burroughs, from which it had 
already received an offer. Burroughs 
raised the ante from $4.06 billion to 
$4.35 billion after talks broke down, 
but Sperry is holding out for more. 


South Korea’s Securities 
Supervisory Board said that certain 
companies which did not offer shares 
to the public could have their access 
to bank credit or bond markets 
restricted. 


Bangladesh said it will sell three of 
its four big state-owned commercial 
banks to the private sector. 


London’s commercial paper 
market opened. Bankers S. G. 
Warburg and Citicorp were the first to 
offer paper there. 


James Olsen, the heir apparent, 
was picked to succeed Charles 
Brown as the head of AT&T. 
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Economic and financial indicators 
are on pages 101-102. 























Corporate scorecard 
Net % change % change 
profit on Sales on 

Company Period $m* period $m* Comment 

Aérospatiale Y Dec 31 5 +37 2,740 -2 The French plane maker worries about the lower price of oil and 
the effects on its customers. 

S & W Berisford H Mar 31 53t +26 7,030 +41 The British commodity faces rival bids from Tate & L 
and Hillsdown Holdings: Both were referred to the Monopolies 
and Mergers Commission this week. 

British Airways Y Mar 31 252t +9 4,340 +7 me, airline said that a slump in transatlantic business will hurt it 

year. 

oo. N Mar 31 (129) t 680 -9 troubled American p sore less 
well with its new product, the than it had hoped. But it has 
now reduced its manpower costs by nearly half. 

Deere H Apr 30 (68 t 1,700 —11 The leadi American farm-equipment manufacturer is suffering 

ag , 

Hattori Seiko -Y Mar 31 1 +7 1,760 nil Japan's big watch maker is being hit hard by cheap substitutes, 
innate te Sees tote ” 

Mitel Y Mar 28 (116) (+399)tt 300 +11 The Canadian maker of telecommunications equi is now 
controlled by British Telecom. These bad figures some 
ig write-offs. 

Ricoh Y Mar 31 59 —10 2,320 +9 The Japanese office-equipment maker said it had suffered a 
currency loss of Y600m. 

J Sainsbury Y Mar 22 265 +23 4,930 +14 Britain's middle-class supermarket chain managed the best 
productivity improvement for seven years, thanks to high-tech 
warehousing and distribution systems. 

Volkswagen Q Mar 31 61 +1 5,460 —5__The West German car firm increased production by only 0.6%. 

Y=Y¥i N = Nine ended. H = ended. Q = Quarter ended. () = Loss. "Converted at rates. **Based on local = 

ear ended. Derlod the Hartt bod ed, () average exchange on local currency figures. t = Pre-tax 


profit. ¢ = Profit in previous 
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All these securities having been sold, this announcement appears as a matter of record only. 


SAINSBURY’S 


J Sainsbury plc 


Issue of up to 


£100,000,000 10% per cent. Notes 1993 


of which £60,000,000 has been issued as the Initial Tranche 


at an Issue Price of 100 per cent. 


S. G. Warburg & Co. Ltd. 
Banque Bruxelles Lambert S.A. Banque Paribas Capital Markets Limited 
Barclays Merchant Bank Limited Baring Brothers & Co., Limited 
County Bank Limited Credit Suisse First Boston Limited 
Dresdner Bank Aktiengesellschaft Genossenschaftliche Zentralbank AG-Vienna 
Goldman Sachs International Corp. Lloyds Merchant Bank Limited 
Samuel Montagu & Co. Limited Morgan Guaranty Ltd 
Nomura International Limited Salomon Brothers International Limited 
Swiss Bank Corporation International Union Bank of Switzerland (Securities) 


Limited Limited 
Wood Gundy Inc. Yamaichi International (Europe) Limited 
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Europe suffers from American 


Sstayaways 


Europe’s travel and tourism industry is 
beginning to panic—and is blaming 
American wimpishness for its woes. Since 
American aircraft bombed Libya on 
April 15th, the threat of ter-orist reprisals 
has persuaded thousands of Americans to 
abandon plans for spring and summer 

idays in Europe. Europe’s presidents 
and prime ministers are protesting, but in 
ain. Seven-stone weaklings were sur- 
_rised that Rambo, the actor Sylvester 
Stallone, was not at this month’s interna- 
tional film festival at Cannes on the 
French Riviera. 

It is impossible to say precisely how 
much of the Americans’ determination to 
avoid Europe is due to terrorism real and 
imagined, and how much is due to the 
decline in the purchasing power of the 
dollar. A year ago, for example, £1 cost 
$1.27; now it costs $1.51. Those in the 
tourist trade think that the bombing of 
Libya was the single biggest factor in 
curbing Americans’ wanderlust, but that 
those who brave it across the Atlantic are 
‘spending less because of the weaker 
_ American dollar. 

The absence of Americans is being felt 
all across Europe. ENIT, the Italian state 
tourist board, estimates that 40% fewer 
American tour groups have visited Italy 
so far this year compared with the same 
period in 1985. The French Ministry of 
Tourism reckons there will be 30% fewer 
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American tourists in France this year than 
in 1985, when 2.5m American tourists 
spent about $2 billion in the country. 
London's taxi-drivers reckon their in- 
come has fallen 20-25% this spring. 
Tourism accounts for about 4% of GDP 
in the EEC. There are 16.4m unemployed, 
13% of the workforce, in the 12 EEC 
countries—and summer jobs in tourism 
are one way of getting some of them, 
temporarily at least, out of the dole 
queues. The English Tourist Board 
claims that 2m people in Britain—almost 
one in 20 of the workforce—make at least 
part of their living from tourism, a sector 


Before the fall 


US visitors to Europe by: 














that has been producing 50,000 new jobs 
a year. At the end of 1984, 540,000 
French jobs depended on tourism. 

In Spain and Greece, where relatively 
many more jobs depend on tourism, the 
impact of American stayaways will be less 
severe because so many of these coun- 
tries’ tourists come from northern Eu- 
rope. The number of foreign visitors to 
Spain from the rest of Europe in the first 
four months of this year actually in- 
creased by 9%. European visitors ac- 
count for over 70% of the 43.5m foreign 
visitors who come to Spain annually. 

The effects on jobs, especially in the 
price-sensitive airline industry, are now 
beginning to appear. British Airways 
(BA) on May 21st announced a lottery of 
5,600 return tickets to Britain from 
America—including flights on Con- 
corde—in an effort to boost its North 
Atlantic traffic, which accounts for about 
25% of its £3 billion annual turnover. 





country visited, 1984 


W Germany 13% — r Britain 18% 


Austria 6% 


Holland 
5% 


Italy 17% 


Other 14% Switzerland 10% 
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Entiyements are also on offer from Air 


Intef, which is selling a pass allowing 
tourists TO" BO anywhere on the French 
internal airline for FFr1,400 ($196). 

Even if BA’s lottery works (with allied 
promotions, it will cost £4m), the airline 
sees no need for the 1,500 extra jobs it 
had originally planned to take on during 
the summer season. None of this augurs 
well for BA’s planned privatisation, al- 
though the management still speaks 
bravely of this happening next spring. 

Non-nationalised British Caledonian 
Airways (BCAL) acted a week before BA: 
calculating that the combined aftermath 
of the Libyan bombing and the Chernobyl 
nuclear accident would cost it well over 
£30m, the airline said it was cutting its 
staff of 7,750 by 1,000 in an attempt to 
reduce controllable costs by £30m a year. 
This, BCAL argues, will enable the airline 
to maintain “a strong balance sheet and 
continuing profitability in a bad year”. 

BCAL’s plight is such that it toyed with 


_ the idea of collaborating—and even 


American fear about terrorism and radi- 
ation in Europe will at least help the 
United States to reduce last year's $10 
billion deficit on tourism and travel. 
About 1.4m Americans have cancelled 
plans to travel overseas since early this 
year, according to a survey by the US 
Travel Data Centre in Washington. 
These cancellations account for 15% of 
total foreign business and holiday trips 
forecast by the centre for 1986. Overseas 
trips this summer will be down by 20%. 
The dollar’s decline was putting 
American trippers off Europe well be- 
fore the scares about terrorists and radia- 


Pouring into the Grand Canyon 





merging—with International Leisure 
Group, a package-tour operator. Talks 
have broken down, but BCAL could still 
need a helping hand—from, perhaps, the 
Rank Organisation or Hongkong’s Ca- 
thay Pacific airline. 

American airlines have their problems 
too. Ailing Pan Am reports large falls in 
traffic to Italy and the eastern Mediterra- 
nean, and has postponed indefinitely a 
planned non-stop service from California 
to Paris. TWA is shifting 12-15% of its 
transatlantic capacity to domestic routes. 
Its new St Louis-Hawaii service is sold 
out. And Eastern Airlines has put off 
indefinitely the opening of a five-times-a- 
week flight between Miami and Madrid 
that was scheduled to start on May Ist. 

In contrast, Switzerland’s reputation as 
a safe haven in troubled Europe has 
benefited the national airline. Swissair 
has become such a favourite with nervous 
Americans that it worries they will make 
it a choice target for terrorists. 

Hotels catering for American tour 
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tion. The us Travel Centre found that 
10% of Americans reckon Europe is a 
bargain this year, down from 25% last 
year. Mexico also dropped in these rat- 
ings, largely because of high inflation 
there, though American tourist traffic to 
Mexico is expected to rise by 10% in 
1986. This year, 37% of those asked did 
not name any foreign country as a bar- 
gain, up from 25% last year. 

But the survey showed that terrorism 
in Europe was a bigger deterrent than 
the high dollar. The us Travel Centre 
says that half of those who went on 
holiday abroad in 1985 but will stay at 
home this year said that terrorism was 
the reason. Few mentioned the dollar. 

Europhobia will have a big impact on 
American tourist spending because half 
of all foreign trips taken by Americans 
are to Europe—6m out of 12m trips in 
1984, the latest available number. And 
once there, they spend more. American 
travellers spend an average of $880 each 
on trips to Europe and the Mediterra- 
nean in 1984, compared with $500 in the 
Caribbean and $680 in South America. 

The one country which Americans 
seem to think cheaper—and safer—in 
1986 than last year is Canada. In the first 
quarter of this year, Quebec and Ontario 
had nearly 20% more American tourists 
than in the same three months of 1985. 
British Columbia should show a bigger 
increase while its Expo lasts. But Ameri- 
ca’s own tourist traps will do best, partic- 
ularly in the south-east and western 
states. Many flights to Hawaii are fully 
booked. National parks expect big 
crowds; visits to the Grand Canyon are 
already 35% up on last year. 
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groups are being particularly hard hit. A 
survey by the Sheraton group showed that 
its hotels in Rome, Cairo and Tel Aviv 
have been worst affected. Intereontinen- 
tal Hotels is offering 50% discounts to 
midweek travellers who stay on for the 
weekend at 28 of its European hotels. 

Places popular with Americans, like 
Lucerne and Venice, are feeling a painful 
pinch. In Lucerne, where 46% of all 
overnight stays last year were by Ameri- 
cans, American cancellations for May 
and June have been running at 60-70% of 
reservations, The Venice hotel-owners’ 
federation reckons there will be a 60% 
drop this year in American bookings— 
which account for 20% of the total in the 
city centre. 

One piece of good news for Italy is that 
Britain’s Trusthouse Forte group still 
thinks it worthwhile to invest in large 
hotels there. The group announced this 
month that it will build ten large hotels in 
Italy over the next 30 months at an initial 
cost of 500 billion lire ($325m). 

Europe's pessimists believe the damage 
from lost American tourists is too big to 
make up this year. The French tourist 
industry is trying to cut its losses. Promo- 
tion budgets in America are being 
trimmed. The Ministry of Tourism is 
planning a poll of Americans to find out 
why they do (and do not) come to France. 
Civil servants say that nobody knows for 
sure how to disentangle financial (dollar- 
drop) reasons for not coming from politi- 
cal (bomb-drop) ones. 

In Britain, where 3.3m Americans last 
year spent a quarter of the £6.7 billion 
($8.7 billion) spent by 14.6m foreign 
visitors, some believe receipts from tour 
groups will be 50% down on last year 
But there are optimists, who say that 
visit by Mrs Nancy Reagan to the wed- 
ding of Prince Andrew in July will be 
enough to bring business back to normal. 
In case they are wrong, Britain’s foreign 
secretary, Sir Geoffrey Howe, is off to 
Washington to lobby the American secre- 
tary of state, Mr George Shultz. A sample 
of the figures the Foreign Office has 
provided him with: last year, 28m Ameri- 
cans went abroad and only 162 of them 
were killed or injured in terrorist inci- 
dents—none of them in Britain. 


Oil prices 


While silence 
reigns 


Oil prices are enjoying a mild revival. 
Having sunk as low as $10 a barrel in 
March, the spot market price of North 
Sea crude oil had been marked up to $15 a 
barrel by May 20th (see chart on next 
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task of 
harder. Should compa 
should they fight it out in the market? 


_ Standards have always mattered, as 

America’s National Bureau of Standards 

_ itself discovered in 1904, when its em- 

yees were unable to put out a fire 

use the threads on the bureau's 

hoses did not fit its fire hydrant. Railway 

companies Once fought to establish their 
own gauges as standard. 

But the growth of consumer electron- 
ics, computers and telecommunications 
has made standards (conventions for 

. making or defining a product) more 
important by increasing the benefits to 
consumers of buying products compati- 
ble with others already in use. Video 
recorders would be less desirable if con- 
sumers had to choose between, say, six 
competing technologies with an equal 
share of the market. Instead, the domi- 
nant standard is the VHS system of Japan 
Victor Company, followed by Sony’s 
fading Beta technique, with the Philips 
v2000 system an also-ran. Computers, by 
contrast, may be disappointing many 
users because there is no agreed stan- 
dard for making computers talk to each 
other 


Early agreement on standards does 
not always help. The “Qwerty” typewrit- 
er keyboard was designed a century ago; 
it deliberately aimed to slow typists 
down and so prevent the first, clumsy 
typewriters from jamming. Qwerty still 
rules despite the invention of the more 
efficient “Dvorak” keyboard in the 


1930s. The benefits to new typists of 
learning the method already used by 
everybody else outweigh the problems of 

. relying on an outdated standard. 
Standards are decided by govern- 
ments, industry committees or the mar- 
ket. The American federal government, 
for example, sets standards for shuffling 
data between its computers. Industry 
committees are often involved in talks 
about standards, with the help of bodies 
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Why keep up industrial standards? 


industrial standards matter more to the makers of electronic and other 
high-tech products than ever they did to mechanical engineers. But the 

ning and reaching agreement on new standards is becoming 
nies come to closer agreements about standards or 





like the American National Standards 
Institute or the International Organisa- 
tion for Standardisation. When they fail 
to agree—as has just happened with 
high-definition television because Euro- 
pean manufacturers blocked a Japanese 
standardisation plan—the market itself 
sets standards. One such is the operating 
system for IBM’s personal computer—the 
most popular in that market. 

Computer networks are at the centre 
of the debate on the merits of standards. 
Could a big installed base of computer 
networks, all conforming to a single 
standard, lock users into a poor technol- 
ogy like Qwerty? Or is the lack of firmly 
agreed standards for data communica- 
tions stunting the growth of office 
automation? 

Economists are starting to take a clos- 
er look at how different standards are 
decided. Mr Marvin Sirbu, a professor at 
Carnegie-Mellon University, and Mr 
Steven Stewart, an MIT graduate now at 
IBM, have been studying the modem 
market. They report*™ that the emer- 
gence of standards depended on whether 
customers wanted their modems to be 
compatible with as many others as possi- 
ble—and if so, how much co-ordination 
was needed between manufacturers and 
customers to achieve it. 

There are no agreed standards for 
modems designed for local communica- 
tions networks (eg, in universities), 
where a single customer buys modems 
for the whole network and has no need 
to worry about compatibility. But buyers 
who have no such means of co-ordinat- 
ing with each other, and who are buying 
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in a market with no single dominant 
manufacturer, are keen on compatibility 
with as many other modems as possible. 
The majority of modems sold to these 
buyers stick to a formal international 
standard that has been agreed by tele- 
communications authorities, 

A single big buyer can impose a stan- 
dard on a number of smaller suppliers, as 
General Motors is doing with makers of 
factory-automation equipment. In con- _ 
trast, a igre integrated supplier with 
a big share of the market and many _ 
customers has less incentive to talk about 
standards with other manufacturers. In — 
this case, consumers soon feel they can _ 
best ensure that their modems, comput- 
ers or other gear are all compatible by: ts 
buying from the company with the domi- _ 
nant market share. 

So antitrust officials, particularly in — 
America, keep an eye on companies 
which try to use technical standards as 
marketing tools. Both of the two big 
antitrust cases against IBM (brought by 
the American federal government and 
the EEC) were based in part on the 
suspicion—never supported by the - 
courts—that IBM used its ability to im- 
pose de facto technical standards to 


confuse its competitors. The EEC settled 
with IBM only when the company agreed 
to provide information on how to plug 
into its new products at the time they 
were announced. 

IBM made much the same point about | 
standards and competition in a petition : | — 
to the Federal Communications Com- 
mission (FCC) last November. It wanted 
to make sure that AT&T—or any other 
telephone company—would not benefit 
unfairly by keeping competitors in the 
dark about technical changes in its tele- 
phone network, and asked the FCC to 
keep its rule that AT&T announce such 
changes in advance. 





*Market Structure and the Emergence of — 
Standards: A Test in the Modem Market. 
By Marvin Sirbu and Steven Stewart. Re- 
search Programme on Communications f 
Policy, Massachusetts Institute of | 
Technology. g (is 






















$ ra a - 

7 < - _ om — « ou 7.7. ae ' D ` ~~ * É 

WORLD BUSINESS = 
f TAE aay Teas ooh TT N ae 2m 





Ae | 


page). West Texas Intermediate, the 
 mairfi type ọfcrude in the United States, 
_ briefly reached $17 a barrel before falter- 
ing. And this is the time of year, as 
= warmer weather comes to the northern 
_ hemisphere, when oil demand—and oil 
_prices—are meant to be at their weakest. 
-The market’s cheer may be short-lived. 
_ A number of transitory factors have been 
_ helping to push prices up. Note, first, that 
_ OPEC has been pretty silent since Rama- 
= dan began on May 10th: every time an 
_ Arab oil minister opens his mouth these 
_ days, he tends to emphasise OPEC’s inter- 
nal divisions, and depress prices. Normal 
_ bickering resumes in mid-June. 
Second, stocks of some products, prin- 
_ cipally petrol (gasoline), and principally 
in America, are thought to be running 
low. Petrol prices in America have tum- 
~ bled by over a fifth this year and are in 
real terms only half what they were in 
1981. All those tourists who are not going 
to Europe (see page 63) seem to be taking 
to America’s roads instead. The us De- 
partment of Energy reckons petrol de- 
mand will be up 3.3% this northern 
summer on last. But the impact of this 


r D 
| OY 


Up for now 
North Sea Brent 30 
spot oil prices $ 
sk 4 z 
20 


15 


10 


















Nov Dec Jan Feb Mar Apr May 


As nd other modest signs of reviving oil 
demand around the world is as yet noth- 
_ ing like sufficient to eliminate the surplus 
__ of oil in (and coming to) the market. 
-= Third, the disaster at Chernobyl seems 
to have played a part in firming oil prices, 
_ on the plausible-sounding but unsubstan- 
tiated argument that what is bad for the 
nuclear industry must be good for other 
_ energy producers. In time, it may be: but 
nless governments start shutting down 
 nuclear-power stations and reopening oil- 
and coal-fired ones (which has not hap- 
pened yet), such reasoning is premature. 
Most oilmen remain gloomy about the 
= short- and medium-term prospects for the 
oil price. A common view is that the spot 
price will nudge the $10-a-barrel mark 
again before it eventually stabilises at 
_ (they hope) somewhere around $15-18. 
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Asian carmakers 


The sun also sets 
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The rising yen is fast forcing Japanese 
carmakers to become multinationals. As 
they penetrate further into their favourite 
destinations, other East Asian countries 
and North America, they threaten to 
make their plants at home redundant. In 
quick succession, Fuji Heavy Industries 
and Isuzu, two medium-sized Japanese 
carmakers, have just announced that they 
are jointly to build a new car plant in 
America, probably in the Midwest; and 
Japan’s Suzuki and the American car 
giant General Motors (GM) have said they 
are forming a joint venture to make cars 
at a yet-to-be-built plant in Canada. 
Meanwhile, GM has admitted it is talking 
to its Taiwanese affiliate, San Fu, about 
taking an equity stake in it. 

Incestuous links are commonplace in 
the motor industry (see chart). Since GM 
already owns 34% of Isuzu, and Fuji 
Heavy has a technology agreement with 
San Fu, could GM and Fuji Heavy also be 
about to do a deal? 

When Y230 bought a dollar, Japanese 
carmakers were happy to build at home. 
A year ago, a Japanese car worker cost 
his employer around $13.50 an hour in- 
cluding benefits—a lot less than the $23- 
25 an hour his American counterpart 
cost. No longer. At around today’s Y165 
to the dollar, a Japanese car worker costs 
$18-20 an hour. The narrowing gap is 
encouraging Japanese carmakers to con- 
sider adding plants elsewhere in East 
Asia—where currencies tend to move 
with the dollar—to those they have, or 
are building, in North America. 

Japan’s Nomura Research Institute has 
calculated that if the yen were to stabilise 
at, say, Y160 to the dollar, a small car 
would cost about the same to build in 
Japan, South Korea or Taiwan. If, how- 
ever, the yen were to rise above that 
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level, South Korea and Taiwan would 
have the edge. It is a prospect that 
worries Mr Lee Iacocca, chairman of 
Chrysler. Chrysler’s profits from selling 
Japanese-made cars from Mitsubishi, in 
which it has a 20% stake, have already 
been hit by the rising yen. 

By shifting production abroad, Japa- 
nese carmakers would save most on la- 
bour costs. A car worker in South Korea 
is paid the equivalent of $2.50 an hour; 
one in Taiwan only slightly more. To take 
advantage of this, Nissan, Japan's sec- 
ond-biggest carmaker, has said that it 
plans to import a limited number of small 
cars built in Taiwan by its 24%-owned 
affiliate, Yue Loong. This will be the first 
time a Japanese volume carmaker ha 
imported cars to sell in Japan. Othér 
companies are considering doing the © 
same. In February, Toyota, Japan’s big- 
gest carmaker, took a 22% stake in Kuo 
Zui, a Taiwanese company in which its 
trucks subsidiary, Hino, already held a 
42% interest. 

Japanese carmakers have long turned 
out cars in South Korea for export. Mitsu- 
bishi owns 15% of Hyundai, Korea’s 
biggest producer. Hyundai relies on Mit- 
subishi for technical help and hopes to sell 
100,000 of its Pony cars in America this 
year through Mitsubishi's dealer network 
in the United States. Mazda, a medium- 
sized carmaker in Japan, owns 8% of Kia, 
another Korean company, and is itself 
24%-owned by America’s Ford. Begin- , 
ning in September 1987, Ford wants to . 
sell 85,000 Kia cars in America. (Through 
a company called Lio Ho, Ford also has a 
plant in Taiwan.) 

A snag for foreign manufacturers 
building cars—be they American or Japa- 
nese—in Taiwan or South Korea for 
export, is that neither country has a 
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developed parts and components indus- 
try. Moreover, both countries’ current 
Output of cars and trucks is tiny. This 
year, South Korean carmakers will prob- 
ably turn out about 350,000 vehicles; 
Taiwan’s manufacturers only about 
180,000. That is less than the 240,000 cars 
Mitsubishi and America’s Chrysler be- 
tween them hope to make at their new 
Diamond Star plant in the American Mid- 
west. (As with other new plants being 
built in America, the workforce will prob- 
ably be younger and, therefore, cheaper 
than those of competitors.) Even if they 
used up idle capacity, Taiwan's carmak- 
ers could probably produce only 300,000 
vehicles a year. 

Assuming full-out production, could 
East Asian car companies and their Japa- 
nese affiliates find a market for their cars? 
This year, demand for new cars in the 

Jnited States, the world’s biggest mar- 
xet, is not expected to rise much above 
1985's 11m and it may even shrink slight- 
ly. By 1990, Japanese and South Korean 
manufacturers alone will be making 1.8m 
cars at plants in the United States, up 
from virtually nothing in 1982. Nissan, 
Honda and Toyota are among those that 
are building even bigger factories in 
America. The resulting overcapacity will 
mean that old, inefficient plants must 
close. Increasingly, Japanese carmakers 
are waking up to the fact that some of 
their own plants may be destined to 
close—not just those in hitherto high-cost 
America and Europe. 
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Bangladesh textiles 


From rags, some 
riches 
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Garment-making gravitates to the econo- 
my of least resistance. In the year to mid- 
1981, Bangladesh’s exports of clothes 
were worth $3.2m; by the year to the 
middle of 1985, they had risen to 
$116.2m. Bangladesh got its boom largely 
because other Asian countries had had 
the lid put on their exports by developed 
countries’ quotas. 

Importers in America and Europe, in 
search of a cheap producer still able to 
export freely, have turned to Bangladesh. 
Labour costs there are very low: unskilled 
industrial workers get 60-90 US cents a 
day. The government’s pro-export poli- 
cies help. Firms that export everything 
they make are allowed to bring in their 
input duty-free. Around 600 new textile 
companies have been set up recently, 
most since the beginning of 1985. They 
have created 150,000 new jobs. 

The cruel rewards for this rare example 
of Bangladeshi economic success were 
quotas slapped on by developed countries 
last year. America at first restricted 
Bangladeshi imports to 1.3m dozen 
pieces a year. Britain and France togeth- 
er accept 2m dozen pieces. The Bangla- 
deshis fulfil only 25% of the European 
quotas, but the American restrictions 
were a blow—especially as the Banglade- 
shi government bungled the allocation of 
its quotas. Trying to be fair, it gave tiny 
allocations to as many firms as possible. 
Few, therefore, were able to fulfil the big 
overseas orders which producers need to 
make profits. 

For the moment, the story ends happi- 
ly. After lobbying by the aid agencies and 
the Bangladeshi government, the Ameri- 
cans more than tripled Bangladesh’s an- 
nual quota in February to 4.2m dozen 
pieces, for at least the next two years. 
That might allow the industry to get back 
to its extraordinary growth path. 


Goldcrest 


Mission half 
accomplished 


After some boardroom blood-letting and 
the critical and commercial trouncing of 
“Revolution”, its $28.5m flop about the 
American War of Independence, some 
good news for the British film company 
Goldcrest. Its other costly epic, “The 
Mission”, has won the top prize at the 
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Joffé’s golden palm 


Cannes film festival. The struggling film 
producer—it has already made a $15m 
provision against losses on “Revolu- 
tron’’—was in need of a boost. But will 
winning at Cannes ensure commercial 
success for “The Mission”? 

All credit to the film's director, Mr 
Roland Joffé, that this huge, sprawling 
picture, shot in difficult conditions in 
Colombia and Argentina, was completed 
for about $750,000 less than its $25.5m 
budget. Although, like a previous Cannes 
prize-winner, “Apocalypse Now”, “The 
Mission” is still to some degree unfin- 
ished, industry professionals on the 
Cannes jury, under the director Mr Syd- 
ney Pollack (a recent Oscar-winner with 
“Out of Africa”), were impressed enough 
with Mr Joffé's achievement to give Gold- 
crest the festival's Golden Palm. 

Films, though, need to pull in two-and- 
a-half times what they cost in order to 
break even. This is because of the film 
industry’s arcane arithmetic, which tops 
up the bill with hefty overhead and distri- 
bution charges. Through a co-financing 
deal with the British Land property 
group, Goldcrest has reduced its expo- 
sure by $3m. However, “The Mission” 
must still perform even better than Mr 
Joffé’s previous film, “The Killing 
Fields”, if Goldcrest is to make money on 
the production. 

A Cannes prize, unlike an Oscar, is not 
always the prelude to profits. The Yugo- 
slav film honoured at Cannes last year, 
“When Father Was Away on Business”, 
has so far clocked up North American 
rentals of only $500,000. (Rentals are that 
part of the box-office that accrues to the 
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These English-danguage films won at Cannes... _.. . . when these films won the Oscar 
‘Year Title Country North American Title Country North American 
A of origin rentals of origin rentals $m 
1986 The Mission GB NA — = = 
1982 Missing USA 8.0 Gandhi GB 24.7 
-1980 All That Jazz . USA 20.0 Ordinary People USA 23.1 
= 1979 Apocalypse Now USA 37.9 Kramer vs Kramer USA 60.0 
= 1976 Taxi Driver USA 12.6 Rocky USA 55.9 
-1974 The Conversation USA NA The Godfather Pt II USA 30.7 
1973 Scarecrow USA 43 The Sting USA 78.2 
os The Hireling GB NA 
1971 The Go-Between GB NA The French Connection USA 26.3 
- 1970 MASH USA 36.7 Patton USA 28.1 
1969 If... GB NA Midnight Cowboy USA 20.3 
Source: Variety. 


- distributor after the exhibitor has taken 
~ his cut.) l 
-= Out of the previous ten English-lan- 
-~ guage films that triumphed at Cannes, 
_ only three were substantial box-office hits 
and only one, “MASH”, did better than 
_ the film that won the Oscar in the same 
year (see table). 
-Rental figures are collated by the trade 
paper, Variety, which does not start 
= counting until the tally reaches $4m. 


P i EEC-American food trade 
-= Chow wars 
















_ There is a barnyard skirmish over agricul- 
tural trade between the EEC and America 
that could soon erupt into a war—even 
_ though neither side wants one. The dis- 
~ pute turns on differing interpretations of 
= article 24 of the General Agreement on 
= Tariffs and Trade (GATT). The article 
= concerns customs unions like the EEC. 
_ The specific problem arises from the 
treaties of accession signed this year be- 
tween the previous ten members of the 

= community and Spain and Portugal. 
-= The Americans claim that provisions in 
those treaties designed to bring Iberian 
_ trade within the European framework 
have hit America hard. The office of 
= President Reagan's special trade repre- 
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Those films for which figures are not 
available were less successful, or failed to 
achieve a full North American distribu- 
tion. With a cast that includes Robert De 
Niro and Jeremy Irons, that fate is hardly 
likely to befall “The-Mission”. 

Even so, today’s jubilation is prema- 
ture, and Goldcrest must wait until next 
spring to find out whether it can also 
scoop the much more valuable prize of 
the Oscar for 1986. 


BRUSSELS AND WASHINGTON, DC 


sentative says that the tariff on Spanish 
imports of American corn, for instance, 
has risen from 20% to 140% in three 
months, and that therefore no contract 
for the supply of American corn to Spain 
has been signed since March Ist. The 
office claims that this price increase has 


pushed American farmers out ofa market p 


worth $600m a year. There are similar, 
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The Europeans want to lump all prod- 
ucts, agricultural and industrial, into the 
equation. The Americans do not accept 
that. They argue, in any case that under 
GATT rules, if an old trade concession for ~“ 
any one commodity has been withdrawn 
(and it had such concessions with both 
Spain and Portugal), compensation is 
liable to be paid. 

In the absence of agreement on the 
Portuguese issue, America has imposed 
quantitative restrictions on imports of 
certain agricultural commodities (includ- 
ing white wine, apple juice, beer and 
chocolate). The American administration 
has also given notice that it will remove 
tariff concessions on a list of other 
goods—which include blue cheese, gin 
and olives—in 30 days. It says it may 
increase duties on these goods if the 
Spanish problem is not settled by July 1st- 

This action is hardly the stuff of wai 
The quotas imposed are much greate. 
than the level of trade that preceded 
them. In 1985, for example, Europe ex- 
ported 97.5m gallons of apple and pear 
juice to America. The new quotas allow it 
to export 73m gallons between May and 
December this year, and 117m gallons in 
1987. The Americans argued that they 
were no more than a tit for the accession 
treaties’ tat. The community did not 
agree; the European Commission has 
proposed to the Council of Ministers that 
imports of some American goods—in- 
cluding horsemeat (of which Europeans 
buy nearly $50m-worth a year), honey 
and beer—should be subject to “‘surveil- 
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Food for thought 


US agricultural trade with the EEC, 1985 


though less substantial, problems arising | ay 


from Portuguese accession. 


The European case is that the new rules Š 
< 


for Spain and Portugal can be justified 
under GATT if, taking all trade between 
America and each of the two countries, 
the new measures have no more of a 
protectionist impact than the old ones. 





lance”. This seems to imply that quotas 
will be imposed in retaliation if America’s ~ - 
quotas begin to bite. 

There is, predictably, pressure on the 
American administration to counter-re- 
spond. The plight of American farmers 
has become a political issue. And Ameri- 
can officials have long memories. They 
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Royal Insurance at 
Estimated First Quarter 
Results for 1986 


* There was a £66.7m improvement in 
the first quarter result with a pre-tax 
profit of £29.4m compared with a pre- 











The results for the 1st quarter are set out below: these should not be taken as 
providing a reliable indication of the outcome for the year as a whole. 






3 months 3 months 
31 March 31 March Year 









1986 1985 1985 $ = 
O, A A tax loss of £37.3m in the same period 
£m £m £m last year. 






General Insurance: 
Premiums Written 744.9 712.5 2,779.5 





* The recovery was most marked in the 
United States with a pre-tax improve- 
ment of £40.6m, the United Kingdom 
£17.7m and Canada £7.5m. 


* All operating companies achieved 
better underwriting results to produce 










Underwriting Balance -65.3 -139.9 -347.1 
Investment Income 


allocated to General 
Insurance Revenue 66.6 72.5 266.7 












General Insurance Result 1.3 -67.4 -80.4 
Long-term Insurance Profit 7.0 5.9 25.3 
Investment Income 








attributable to Capital a small worldwide insurance profit 
and Reserves 18.7 21.9 87.8 aft . ludi all . 
Sasa dil aà er including allocated investment 






Companies’ Profits 24 2.3 8.7 






income. 


* The profit from Royal Life Holdings 
increased by 18.6% to £7m 
(1985: £5.9m) 


Exchange Rates 

The pre-tax result has been adversely affected by £5.3m due to 
changes in exchange rates; the underwriting balance benefiting 
by £11.9m, but investment income and Associated Companies’ 

profits being reduced by £17.2m. 


Profit before Taxation 29.4 -37.3 41.4 
Taxation 5.1 (credit) 11.3 12.3 
Minority Interests 0.3 (credit) 0.2 0.2 













Net Profit 24.0 -25.8 28.9 












Earnings per share 10.2p (loss) 10.9p 12.2p 








Capital and Reserves £2,159m = £1, 760m 





£1,905m 
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_WORLD BUSINESS 


Silva lining | 


Petrobras, the state oil monopoly and 
Brazil's largest company, has a new boss. 
Mr Ozires Silva, an unassuming but 
energetic 55-year-old who has spent all 
his career in aeronautics, is to take over 
as president from Mr Helio Beltrao, who 
at the age of 70 has just handed in his 
notice to President Jose Sarney. 

Mr Silva accepted the post by tele- 
phone from Washington, where he was 
promoting sales for the company that he 
has nurtured all its life: Empresa Brasi- 
leira de Aeronautica (EMBRAER). His 
reputation has grown with the compa- 
ny’s. An aeronautical engineer, he was 
working on the design of a small turbo- 
prop aircraft to be known as the Ban- 
deirante (Pioneer) when, in 1969, the 
government set up EMBRAER to commer- 
cialise the product. In the decade since 
Mr Silva became president of EMBRAER, 
over 200 Bandeirantes have been export- 





New cockpit for Silva 


say they were taken for a ride when 
Britain, Ireland and Denmark joined the 
community in 1973. They were able to 
tolerate things then, they say, because 
America ran a substantial agricultural 
trade surplus with Europe. 


The surplus is still there: of western, 


European nations, only France and Den- 
mark export more agricultural products 
to America than they import. But officials 
say that the trade is now erratic, and that 
it is not easy to tell American farmers that 
the good of the western alliance means 
that they must also give up some of their 
markets. 

That means that further American ac- 
tion is likely after July Ist, unless two 
separate sets of negotiations on the prob- 
lem (one has already started and the 
other starts on May 26th) can produce the 
solution that both sides want to find. 
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ed—more than half to America (so 
prompting howls of unfair trading from 
American competitors). 

The company has recently entered the 
competitive military market with its Tu- 
cano trainer and an advanced bomber 
that is being developed with Italian part- 
ners. Mr Silva sealed his reputation as an 
unorthodox and flexible negotiator by 
linking up with Shorts in Northern Ire- 
land to clinch a deal to sell 130 Tucanos 
to Britain’s Royal Air Force. The deal 
will bring in little cash—but has helped 
to establish the aircraft's reputation. The 
American air force is now interested in a 
similar deal, which could involve much 
larger sums. 

Mr Silva’s new job is in a different 
league. Turnover at EMBRAER in 1985 
was $219m. At Petrobras, profits alone 
exceeded $1 billion and operating reve- 
nues were more than $18 billion. Mr 
Silva becomes president of five big sub- 
sidiaries of the oil giant—each of them 
bigger than EMBRAER. Moreover, Petro- 
bras is an importer; EMBRAER an export- 
er. The two have sometimes worked 
together on aircraft-for-oil deals with 
countries such as Venezuela and Nigeria. 

Petrobras’s sizeable profits present Mr 
Silva with one of his first challenges. 
There is a government scheme afoot to 
grab them, and Mr Silva has not been 
slow to say that the scheme is illegal. 
Other problems include the company’s 
expenditure on production and explora- 
tion now that oil is so cheap, and the 
alcohol substitute for petrol that Petro- 
bras buys and sells at regulated prices. 
The government has pledged to keep its 
price below that of petrol. Mr Silva has 
had clear guidelines on only one thing so 
far—a special request from President 
Sarney to push ahead with the develop- 
ment of natural gas. 





Hamleys 


Toy sale 


Hamleys, which likes to call itself “The 
Finest Toyshop in the World”, is up for 
sale. The 226-year old shop in London's 
Regent Street, together with its two new 
offshoots (in Bath and Birmingham), is 
owned by Burton, a British clothing re- 
tailer. Burton bought Debenhams, a de- 
partment-store group, for £560m last 
year, and Debenhams paid £3.5m for 
Hamleys in 1976. 

Burton wants the £30m-40m—the most 
that analysts reckon Hamleys will fetch— 
in order to pay off some of its debts and 
get on with brightening up Debenhams’s 
generally dowdy stores. Successful British 
retailers talk these days about the need 








Toying with the choice 


for “theatre” inside their shops. Whatev- 
er theatre is, few of Debenhams’s depart- 
ment stores have it. 

Hamleys is one of those few—but made 
little of it until recently. In 1981, the 
pressure of tiny elbows on adult knees 
forced it belatedly to move into premises 
adjacent to the rabbit warren it had 
occupied for 75 years. In 1984, it opened 
its first shop outside London, added an- 
other last year, and plans to open more. 
Turnover rose from about £8m in 1981 to 
£20m in 1985. Pre-tax profits in 1981 (at 
less than £200,000) were depressed by the 
costs of moving. By 1985, they had in- 
creased more than tenfold. 

Who might buy this 35,000 square-foot 
nursery in the heart of London’s West 
End—now perceived by many as a pE 
gerous place to go shopping? Goldman, 
Sachs, an international investment ba 
has been appointed to find a buye 
suggesting that Burton expects to find the 
best price abroad. Toys “R” Us (sic), an 
enormously successful American compa- 
ny that invented toy supermarkets and 
brought five of them to Britain (with 
more to come), has said that it is not 
interested in Hamleys. Nor would Ham- 
leys’s expensive West-End site fit com- 
fortably with the cheap out-of-town han- 
gars of Toys “R” Us. Harris Queensway, 
a British out-of-town retailer of furniture 
and carpets, has expressed mild interest 
in Hamleys. 

Burton’s best hope could be that Ham- 
leys will become another on the growing 
list of famous British names (The Dor- 
chester Hotel, Sotheby's, Harrods) that ` 
rich foreigners (respectively, the Sultan 
of Brunei, Mr Alfred Taubman and the 
Al-Fayed brothers) have hoped they 
could exploit more successfully than the 
British. The Sultan of Brunei often shops 
at Hamleys. 
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You have probably heard a lot about 
the computer revolution. 

But revolution isn't the best way for a 
computer to change. 

Evolution is. And the new NCR 9800 
is a perfect example. 

We've taken the best of current tech- 
nology and combined it with our own 
best thinking. 

The result is a faster, more flexible, 
more economical computer that's unlike 
anything ever built. 


BEGIN AT THE BEGINNING. 


Say you're a manufacturing com- 
pany and you need a computer to control 
your production. 

A 9800 can help you make quicker 
decisions than a conventional mainframe 
of comparable power. 

And do it less expensively. 

The secret is architecture. 





css 


In fact, ingenious architecture is the 
secret to everything it does. 


IT GROWS OR IT Grows. 


The 9800 doesn't have to be 
upgraded in large pieces. 

It grows gradually, the way a busi- 
ness grows. 

You start with the power you need, 


NCR 9800. The evolution 
ofthe mainframe. 


and then you can expand in smaller 
increments than is possible with conven- 
tional mainframes. 

Furthermore, you can add job- 
specific modules to handle specific 
functions. 

RUN, RUN, RUN. 


The 9800 is hard to break. 

It uses a new, more intelligent fault- 
tolerant system that doesn't need tricky 
programming. 

Set it up to be fault-tolerant, and it'll 
run if a piece of hardware fails. Or a piece 
of software. Or even during routine 
maintenance and upgrading. 

The 9800 was built to be an excel- 
lent on-line transaction processor, 
as well as an excellent general purpose 
processor. 

And using job-specific modules, it 
can be tailored to do both jobs more eco- 
nomically than a conventional mainframe. 


TALK, TALK, TALK. 


Its an open system. 

So the 9800 can work together with 
other computers you already own. (It 
uses SNA and X.25 communications.) 

lt also comes with popular software 
tools, like SQL and MANTIS™ and you 
have a choice of many ready-to-run solu- 
tions for business. 

Now, do you keep an eye on the 
industry press? 

Well, according to them, you can 
buy a computer like the NCR 9800, with 
its advanced architecture, that'll be just 
as flexible and economical from another 
computer company. 

In about 1990. 

For information, contact your local 
NCR representative. 
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Challenge 
in the Pacitic. 


The Pacific: an incredibly 
buoyant market. 





From aluminum in Sydney 
to electronic wizardry in Tokyo, 
there's a billion opportunities. 
Banque Indosuez is in 
22 countries throughout Asia 
and the Pacific and we've been 
there along time. In some cases 
for over a century. 
From Karachi to Los Angeles 
from Wellington to Seoul, , 
Banque Indosuez can help you E G 
confront the challenge in the Me 
Pacific. 
Banque Indosuez, present 
in 65 countries, opens up a 
whole world of opportunities. 


_BANQUE INDOSUEZ 
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BANQUE INDOSUEZ. 
A WHOLE WORLD OF OPPORTUNITIES 
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Sumo in the Euromarkets 


Japanese investment banks are muscling 

their way to the top of the Eurobond 

__ market. In the first four months of this 

year, Nomura International leapt from 

eighth to third place among lead under- 

= writers of new Eurobond issues (see ta- 

i ble). Daiwa and Nikko Securities rose 

| into the top seven. Yamaichi Securities, 

Industrial Bank of Japan and Long-Term 
Credit Bank are not far behind. 

Until this year, the Japanese relied for 
their Euromarket business mainly on is- 
sues by Japanese companies. No longer. 
They are bidding aggressively to manage 
issues for American companies such as 
IBM, General Electric and Exxon, offer- 

* ing coupon rates often up to one-fifth of a 
percentage point below other banks’ bids. 
Underwriters guarantee to buy bonds at a 
price agreed with the issuer, so their bid is 
based on what they think bonds will sell 
for in the (ever-volatile) markets. Low 
bidders risk selling bonds at a loss, which 
can reach several million dollars on a 
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deal. All big firms make such losses; thè 


Japanese are making more than most. 

They can afford it. The losses are tiny 
_ compared with Nomura’s pre-tax profit 
zi or the six months to end-March of 
= 900m. The placing power provided by 
__ Japanese investors’ huge appetite for for- 
eign securities ($54 billion-worth in 1985) 
_ helps the Japanese tolerate thin margins 
= when selling large volumes of bonds. The 
“= Japanese securities firms’ London offices 
= are profitable thanks to a dominance of 
~ yen bonds—issues of which have boomed 
~ this year in Europe because investors are 
worried about how far the dollar might 

fall—and issues for Japanese companies. 
-~ Market share is profitable in the longer 
_ Tun because those at the top of the league 
tables attract business simply by being 
_ there. Bombarded by calls from invest- 
_+ment bankers, many of the 400 or so 
=. corporate treasurers who raise money 
* internationally now refuse to take bids 
from more than five or six regulars. The 
Japanese want to get into those inner 
circles. Once there, they will be hard to 
-~ budge. Japanese capital exports are un- 
-likely t drop soon. The brokers reckon 
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their Japanese clients will soon buy even 
more Eurobonds. 

Sir Timothy Bevan, chairman of Brit- 
ain’s Barclays Bank, recently accused the 
Japanese of “dumping” financial ser- 
vices. Some American banks in London 
accuse them of skulduggery. Top of the 
Americans’ hate list is Long-Term Credit 
Bank, which has arranged several deals 
this year at normal price levels—but, by 
adding a mis-priced (ie, cheap) swap to 
the bond issue, LTCB in effect gave a cash 
subsidy to the borrower. For its issue for 
PepsiCo, worth $200m and priced at 7%, 
the Americans say the subsidy was 
around $500,000. 

The Americans’ outrage is overdone. 
The PepsiCo deal was smart marketing: it 
satisfied investors by pricing the deal in 






















line with the market while still gi ing 
PepsiCo a cheap issue. The Euromarket’ 


essence is freedom from regulation, anc a 
this allows new competitive ideas. | 
Drives for market share are not new. A 
few years ago, Arab banks were pushy; 
then the Swiss were; now it is the Japa- 
nese turn. More open markets and Ja- 
pan’s free-flowing exports of capital are 
aiding competitive banks the world over, 
not just the Japanese. Figures releasec 
this week showed that America’s Salo- 
mon Brothers is now the tenth biggest 
securities house in Tokyo in terms o 
revenue, thanks to Japan’s purchases of 
foreign bonds. 4 
A fairer accusation is that some of the 
Eurobond issues led by the Japanese are, 
to all intents and purposes, private place- 
ments. This matters to banks in pursuit of 
prestige because Euromarket league ta- 
bles are supposed to be based only on 
publicly traded issues. Often Japanese 
banks have invited others to co-manage a i 
deal, but given them no allotment of 
bonds, placing the entire cut-rate issu >in 
Japan. These bonds are not traded. After 
complaints, the International Primary 
Market Association has quietly urged the 
Japanese to drop this practice. a 
_ The Japanese drive also reflects com- 
petition between Japanese banks and — 
brokers. Commercial banks are barred © 
from investment banking in Japan, car 
not sell Eurobonds through their retail 
branches and cannot lead-manage Japa- 
nese issues overseas. Banks like LTCB 
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Bookrunner ranking 
All Eurobond issues, all currencies—Jan-April 1986 
(1985 Lead manager t No of % 
posn) ($ bn) issues shar 
1 1 Credit Suisse First Boston 5.98 41 9.21 
2 5 Deutsche Bank 5.38 33 8.28 
3 8 Nomura Securities 4.67 41 7.18 
4 4 Salomon Brothers 3.65 24 5.61 
§ (3 Daiwa Securities 3.09 29 4.76 
6 (10 k Paribas 2.61 28 4.02 
ve Nikko Securities 2.47 22 80 
8 2 Merrill Lynch 2.37 17 3.60 
9 9 Union Bank of Switzerland 2.16 21 3.33 — 
10 (6 Morgan Stanley International 2.15 22 3.31- 
11 3 Morgan Guaranty 2.12 23 3.27 | 
12 (20 Yamaichi Secu 1.61 19 2.47 — 
3 «(1 Commerzbank 1.51 25 32 
14 (* Morgan Grenfell 1.43 12 20 
15 (11 S. G. Warbu 1.34 11 
eer Sem Canto 2o 
i erm apan 
18 (16 Bankers Trust International 1.02 8 
19 ( Goldman Sachs International 1.00 6 
20 (* Industrial Bank of Japan 0.87 6 


Source: Euromoney Capital Markets Guide. “outside top 25. 
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th ik a W paid now will help caniae. 
Jap an’s Ministry of Finance to change the 
rules. They also fear losing traditional 
_ banking clients now that lending business 
_is being supplanted by borrowing in the 
= capital markets. 
=- Forget tales that Japanese cannot inno- 
1 vate, that they refuse to pay western 
ies, and that London subsidiaries are 
— by head office. To attract local 
ders and swap specialists, Nomura now 
pays salaries as high as any Euromarket 
firme other than the American investment 
. Such non-Japanese staff can earn 
$150, 000a year plus bonus—often double 
_ their Japanese colleagues’ pay. Even Mr 
Hiroshi Toda, Nomura’s head of syndi- 
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cate, swaps and new Sate ‘earns — 
than $100,000 a year, including bonus. 


But he can set up new Eurobond issues 
from London without consulting his head 
office in Tokyo. 

As Japanese investors have become 
smarter, so have the brokers. One clever 
idea of Nomura’s is the “heaven and hell” 


bond. This offers the investor a higher- 


than-average coupon in return for taking 
a currency risk: if the yen rises against the 
dollar during the life of the bond, the 
redemption price is below par, and vice 
versa. Another is a bond linked to move- 
ments of yields on American Treasury 
securities. New ideas such as these help to 
win deals. 


j; London’s stockmarket has stalled after a euphoric first quarter, when it 































which took the FT Ordina 
_ peak on April 3rd of 1,425. 


_ The Fr Ordinary index closed on May 
{| 21st at 1,312.5, down 8% from its April 
7, Part of that represents profit- 
: taking. But there has also been a lower- 
| ing of expectations. After a headlong 
advance early in the year, the average 
. historical price/earnings ratio on indus- 
į trial stocks (a measure of how the mar- 
ket rates future profits’ growth) reached 
16.5. James Capel, a stockbroking firm, 
_ reckons this is about the peak rating the 
| London market can expect to command 
_ in the current economic cycle. 
= Bwlls argue that lower oil prices and 
| falling inflation herald still higher share- 
| prices everywhere, but the cautious Ca- 
= pel line is supported by two new uncer- 
_ tainties: politics and dwindling cash flow. 
The May 8th by-elections and local elec- 
tions marked the start of the build-up to 
the next general election, even though 
| that may still be up to two years away. 
Politics and a continuing strong pound 
| (strong because it is buttressed by high 
| real interest rates) will be negative influ- 
į ences on overseas investors, who until 
| now have been keen sharebuyers in 
į London. 
_ The other concern is the sheer size of 
į cash calls on institutional investors. In 
_ the first three months of 1986, fund 
| managers faced hardly any drain on their 
_ liquidity. So the market went up as they 
‘| i, their spare cash buying shares. 
__ This ended, along with the rally, with the 
; last call on British Telecom shareholders 
in April. That took £1.2 billion ($1.8 
- billion) out of the system. 
__ Since then the market has been sur- 
A pi sed by three big rights issues: from 
į Saatchi & Saatchi (£393m); the Pruden- 
tial insurance group (£357m); and Na- 
tional Westminster Bank (£714m—Lon- 
don’s largest rights issue). The total 
value of rights issues at mid-May for the 


- rose 23%. Yet the City is still not looking for an end to the five-year bull run 
big SEP 457.5 on September 
p 


1981 to a 


year to date was £2.1 billion, against 
£728m by end-April. Given the size, 
surprise and haste of this resort to oppor- 
tunistic equity funding, the market has 
done well not to fall further. Another 
chunky financing would undoubtedly 
cause renewed selling. Still, most bro- 
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kers take the view that 750 on the All- 
Share index (against a May 21st close of 
783.64) is the level at which the institu- 
tions would come back into the market. 
Perhaps. But equity financing is not 
the greatest demand on institutional 
cash. There is also the need to fund the 
government's privatisation programme. 
The chancellor's autumn statement in 
November spoke of £4.75 billion to be 
raised from asset sales in each of the next 
three financial years. That is a total of 
£14.25 billion, against over £9 billion 
raised in the first seven years of the 


Ananas venture 
abroad 


BOSTON 


The venture-capital business in America 
is shrinking. Last year, venture-capital 
firms raised $3 billion, down by a third 
from the 1983 peak of $4.5 billion, ac- 
cording to Venture Economics, a Mass- 
achusetts research company. In Europe 
and Asia the business is still tiny by 
comparison, but it is growing: Venture 
Economics reckons £870m ($1.5 billion) 


g Politics and cash calls sap London bulls 


present government—half as much again 
in less than half the time. The govern- 
ment is raising the privatisation stakes in 
the maturer stages of a bull market and 
at a time when its own life may be 
drawing to a close. In stockmarket, as 
well as political, terms that is risky. 

The biggest single dollop will "he the 
flotation of British Gas, scheduled for 
November (a possible £2.5 billion in a 
first call). Another surge in share prices, 
as occurred after the British Telecom 
flotation, should not be assumed for 
several reasons. First, rights issues were 
abnormally low in 1984—just £1.3 bil- 
lion. Second, the amount raised in the 
first Gas tranche is likely to be more than 
twice that raised by Telecom. Third, 
Telecom was not immediately preceded 
by another big flotation. This year, insti- 
tutions are likely to have just coughed up 
around £1 billion for the Trustee Savings 
Bank and £800m for Rolls-Royce. 

Institutional cash flow is also not that 
healthy. Pension-contribution holidays 
could reduce the inflow into pension 
funds by more than £1 billion this year, 
while more money might go into over- 
seas markets as the election approaches. 
In 1985, institutions spent net £6.9 bil- 
lion on British re and just over £2 
billion on forei ities. Unit-trust 
sales were up to £2.4 ‘billion i in 1985 from 
£1.4 billion in 1984, but that is typical of 
a strong market; sales volumes will fall 
back if the market runs out of steam. 

One sign that investors cannot always 
be relied on to stump up the cash came 
on May 20th with the flotation of Mrs 
Fields, an American cookie company. 
Despite the 29-year-old Mrs Fields’s daz- 
zling smile and the backing of such blue- 
chip names as Schroder Wagg, Goldman 
Sachs and Cazenove (the broker reputed 
to have the best placing power in the 
City), the issue flopped. It was meant to 
raise over £15m at a price valuing the 
company at £210m (making it the USM’s 
largest company). In fact, 84% of the 
shares were left with the underwriters. 
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_ FINANCE 


of venture mogey was raised in Britain 
from 1979 to the end of 1985 (£273m of it 
last year); C$1.5 billion ($1.2 billion) in 
Canada between 1979 and 1984; and 
DM1 billion ($419m) over the same peri- 
od in West Germany. It is also growing in 
Japan, Singapore and Australia. Ameri- 
can venture-capital firms want to grab 
some of this overseas business. 

One of the biggest American outfits 
with an eye across the sea is TA Associates 
in Boston. It backed start-up companies 
such as, in 1973, Federal Express, an 
overnight delivery service which now has 
a turnover of more than $2 billion; and, in 
1977, Tandon, an electronics firm with 
sales of more than $400m. TA Associates 
has committed $1 billion, of which 
$350m—ten times more than in 1980—1s 
in or is for overseas ventures. 

TA has invested in Britain, West Ger- 
many, Sweden, Japan and a host of other 
countries: mostly in young high-technol- 
ogy and biotechnology companies. Last 
year, it set up Advent International, a 
division that will co-ordinate the compa- 
ny’s 12 overseas funds in Europe and 
Asia. The company is also starting up an 
Australian fund together with Western 
Pacific Management, a Melbourne firm, 
with an initial A$20m. TA is not the only 
American concern poaching foreign busi- 
ness. Hambrecht & Quist, a San Francis- 
co outfit, is opening a Taiwan fund, its 
fifth such overseas investment vehicle. 
And Alan Patricof, from New York, has 
moved into Britain and France. 


Bolivia 


Out of the basket? 


WASHINGTON, DC 





A year ago, Bolivia was everybody's 
basket case. Its inflation was 20,000% a 
year and rising. Now, there is a miracle in 
La Paz. For the past 13 weeks prices have 
hardly budged. The Bolivian Congress 
has just approved measures to help bal- 
ance the budget. That should clear the 
way in the coming weeks for agreements 
with the International Monetary Fund, 
and its other official and commercial- 
bank creditors. The transformation is 
extraordinary by any standards. 

The president, Mr Victor Paz Estens- 
soro, a 76-year-old revolutionary turned 
conservative economist, took office in 
August 1985 determined to attack the 
inflationary spiral. He froze salaries in the 
state sector, which accounts for roughly 
40% of the economy; removed price 
controls; stopped subsidies; slashed many 
import tariffs; floated the peso; and liber- 
alised labour laws to allow easy firing and 
hiring. He told state enterprises to cover 
their costs or close. Then he put new 
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taxes on cars and houses, and offered a 
back-tax amnesty. 

Negotiations are under way with the 
IMF for a standby credit of $57m and for 
compensatory financing of $50m to cush- 
ion the slump in the world market for tin, 
Bolivia’s main export. The Paris Club (of 
official creditors) is likely to renegotiate 
Bolivia’s outstanding government debt of 
$1.5 billion on June 27th-28th. Commer- 
cial-bank creditors should follow suit. 

How long can Bolivia stay out of the 
basket? The president hopes to promote 
longer-term growth by producing more 
oil at the Vuelta Grande field, and by 
exploiting deposits of gold in the north- 
east, and of antimony and salt in the 


south. He supports an American aid 
project for canning food, raising pigs and 
farming in the Chapare district. He also 
wants to sell natural gas to Brazil. In tin, 
the government wants to close one-third 
of the mines because they are 
uneconomic. 

Austerity and purges of state enter- 
prises have enraged Bolivia’s trade 
unions. Mr Paz Estenssoro has survived 
several strikes and dealt with disorders in 
the streets. He has detained some union 
chiefs, including Mr Juan Lechin (who 
has since been re-elected as the miners’ 
leader). But the president is strong in 
Congress, where—at least for now—he 
commands a majority. 


Stamford Bridge Estates 


A small London property outfit has 
turned football in the west of the capital 
on its head. Marler Estates, which is 
valued on the London stockmarket at 
under £20m ($30m), has bought third 
division Fulham Football Club for £9m. 
The purchase, long plotted by Marler, 
undermines the future not just of Ful- 
ham, but of its first-division neighbour 
Chelsea, and, possibly, the area’s third 
club, Queens Park Rangers. It also gives 
Marler a sniff at a tempting £40m. 

Marler’s shrewd first move was in 1984 
to snap up, for less than £1m, 70% of SB 
Properties, a holding company that owns 
Stamford Bridge, Chelsea’s stadium. 
This is a prime site, barely the length of a 
hooligan’s stone's throw from the fash- 
ionable King’s Road. When Mr Ken 
Bates, Chelsea’s chairman, bought the 
club in April 1982, he did not get the 
stadium, which had been separated from 
the club to help pay debts. 

In 1985, Marler gained planning per- 
mission to redevelop Stamford Bridge 
into more than 200 homes and 16,000 


a 


Prime site for Craven developers? 


square feet of offices. Marler reckons 
this permission makes the ground worth 
£25m: but only if the football team goes 
somewhere else. Chelsea’s lease on the 
stadium ends in 1989, but its contract 
with Marler says that the club cannot be 
evicted unless it is properly rehoused 
within 15 miles. Craven Cottage, the 
home of the Fulham team, fits the bill. 

Mr David Bulstrode, chairman of 
Marler, says he wants to keep Fulham 
playing football, but he will make much 
more money if he does not stop at 
developing Stamford Bridge. Mr Robert 
Noonan, a director of Marler, thinks it 
would be best for all (especially Marler) 
if his company and the local council 
together built a new stadium that could 
be shared by Fulham, Chelsea and QPR. 
Craven Cottage is a prime riverside site; 
Mr Noonan reckons that, with permis- 
sion to develop, it could be worth £18m. 
He has even picked a spot for a new 
stadium—at White City—and suggests 
that the three teams merge into one, 
called West 11. 
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Balladur denationalises the 
banks, if not the bankers 


“French banks are like huge sailing ships: 
they are slow to turn around, but never 
ik,” says Mr Jean Deflassieux, presi- 
nt of Crédit Lyonnais, France’s second 
and the world’s twelfth largest bank. 
Politicians are putting this to the test. 

The 36 banks and two financial compa- 
nies (parent groups of the investment 
banks Paribas and Indosuez) that were 
nationalised in 1981-82 are to be dena- 
tionalised by 1991-92. So are les trois 
vieilles that have been state-owned since 
1945—Banque Nationale de Paris (BNP), 
Crédit Lyonnais and Société Générale. 
There are vaguer plans to reorganise the 
biggest mutual bank, Crédit Agricole. 

All this comes as banks are struggling 
to cope with two bigger changes: the swift 
unswaddling of France’s banking system 
and the liberalisation of its financial mar- 
kets. Both reforms were started by Social- 
ist finance ministers, Mr Jacques Delors 
and Mr Pierre Bérégovoy, and are being 
speeded up by their conservative succes- 
sor, Mr Edouard Balladur. { 

In the bank-pocked avenues north and 
west of the Rue de Rivoli, the street 
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where the finance ministry is worrying at 
the shape of things to come, today’s 
atmosphere is “something like the court 
of Louis XIV”, says one caught up in it. 
Dispossessed shareholders and ex-bosses 
plot like exiled emperors to regain lost 
crowns or find better new ones. 

Staff at one big nationalised bank are 
running a book on whether their presi- 
dent will be among those who get the sack 
next month, when all heads of nationa- 
lised industry are to be confirmed or 
replaced. This matters. Usually share- 
holders choose their presidents; just this 
once, the presidents will have a huge say 
in choosing their future shareholders and, 
with care, supporters. 

Investment banks like Indosuez are 
pulling together teams and forming alli- 
ances with British and American banks 
and brokers. Their aim is both to negoti- 
ate their own release from the state on 
favourable terms and to get some of the 
lucrative work of privatising others which 
has been helping British merchant banks 
to live above their station. 

Meanwhile, bank after bank hits the 





market for more cash, for a total of more 
than FFr11 billion ($1.5 billion) so far this 
year. Crédit Lyonnais will be next with a 
FFr2.7 billion issue on May 26th. If it is 
nearly as successful as France’s biggest 
bank, BNP, whose FFr5.3 billion issue was 
over 10 times oversubscribed when it 
closed early on May 3rd, Crédit Lyonnais 
may increase the quantity on offer. 

Investors’ enthusiasm for these shares 
is good news for a government bent on 
unloading more than FFr200 billion- 
worth of state assets over the next five 
years. Britain’s Mrs Margaret Thatcher 
made privatisation a household word and 
realised only £3 billion ($5.5 billion) in 
her first half-decade (British Telecom’s 
£3.9 billion came later). 

France’s banks and finance companies 
account for some FFr100 billion of total 
State-owned assets. Symbolically, they 
count for more. In 1981 the nationalisa- 
tion of what President Mitterrand called 
the “‘wall of money” was a priority for the 
Socialists. Many people thought that the 
return to the private sector of these 
emblems of establishment capitalism 
would be a similar priority for the right, 
and supposed that one financial company 
(probably Paribas) and one big bank 
(probably Société Générale) would be 
among the first to be set free. Tips about 
that are dwindling, for three good rea- 
sons: to do with privatisation as such; 
with banks in particular; and with the size 
of France’s domestic share market. 


Defining control 

In dirigiste France, the difference be- 
tween state ownership and state influence 
is one of degree, not kind. France’s 
conservatives want to shift ownership; 
they are not so unanimous about shifting 
control. Hence their talk of selling 15- 
20% of a company’s shares to a noyau 
dur, a hard core of like-minded long-term 
investors who will ensure managers some 
stability. Hence, also, the fascination in 
some quarters—though not, noticeably, 
in that of the prime minister, Mr Jacques 
Chirac—for some sort of “golden share” 
to give the government a blocking veto. 
Both are uneasy attempts to free the 
markets but control the results. And both 
are aimed at keeping France’s patrimony 
in safe, French hands. 

Most countries are touchy about who 
owns their financial institutions. And 
France’s biggest banks are very big. The 
trois vieilles have 60% of domestic bank- 
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ing deposits and 50% of loans. The three 
are among the largest 20 or so. banks in 
the world, by assets. A fourth, Crédit 
Agricole, would be too if its legal status as 
a mutual bank did not keep it out of most 
banking statistics. With 80% of the bank- 
ing business in its hands, the state also 
owns investment banks with key industri- 
al holdings and overseas activities; a 
handful of former family banks; and a 
mixture of small and medium banks, 
profitable and not so hot. 

For many of them, the pressing prob- 
lem now “is not the statutes”, says Mr 
René Thomas, president of BNP. “It is 
disinflation, disintermediation and the 
need to invest in new technology.” 

France’s big branch banks start with 
two main handicaps. The first is too many 
employees: by some 10% at least. With a 
branch for every 1,500 people, France is 
one of the world’s most densely-banked 
nations. Costs are high: Crédit Agricole, 
in a recent study of several regions of 
non-urban France, put banks’ operating 
costs at FFr6,000-10,000 per household. 

The second handicap is that almost all 
the banks’ earnings come from profits on 
lending. Only 14% of the average French 
bank’s revenues come from commissions, 
compared with 30% for British banks. 
This exaggerates branch banks’ usual sen- 
sitivity to downward movements in inter- 
est rates. The big French banks managed 
to keep gross profits moving up last 
year—by 10.3% overall by refusing to 
drop their base rates as fast as market 
rates, but they have had to lower them 
twice since then (see chart). Interest rates 
are now heading for the 7-8% range 
where many banks’ break-even point lies. 

There are signs that both handicaps are 
easing. For the first time in years, the 
number of bank employees fell in 1985— 
by 0.5% in total, though some are cutting 
faster. BNP is cutting its workforce by 14% 
a year, which meant 540 jobs last year; 
Crédit Lyonnais by 1%, or 450. The 
number of transactions handled by the 
rest (and their computers) rose by 7-8%. 
As productivity improves, costs are rising 
more slowly, though they jerked upwards 
last year, as a percentage of assets, from 
1.9% to 2.1%. Commission income looks 
likely to rise more quickly, too. From 
June, many banks will start to charge for 
current accounts. 

Banks also have more opportunities for 
non-interest income in the deregulating 
securities, futures and foreign-exchange 
markets. True, not all the deregulation is 
to their liking. The commercial-paper 
market, for instance, started last year to 
allow firms to borrow short-term from 
each other and other lenders directly; it 
has already handled FFr21 billion. These 
are credits diverted mostly from French 
banks, though the banks can collect fees 
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by providing standby loans on the paper. 
But, awkwardly for some, they are bor- 
rowings whose low interest rates are like- 
ly to push down rates on the corporate 
bank lending that remains. 


A question of capital 
All these developments, together with 
the tighter ratios demanded by the regula- 
tors from July 1985, have spurred banks 
to raise more capital. This has taken the 
form of a spurt of near-equity: non-voting 
loan stock; a sort of perpetual floating 
note; and especially certificats d'investis- 
sement, non-voting preference shares 
which combine a fixed rate of return with 
an element based on profit. 

Capital ratios are a way of measuring 
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the amount of losses a bank can readily 
withstand on its own. The simplest is 
dividing equity by assets. On this mea- 
sure, French banks come out somewhere 
around 2%, well below the 6% which 
America’s regulators require. The ratios 
can be misleading, though. 

First, French banks put more into pro- 
visions against doubtful debts than their 
British and American counterparts (they 
get a tax break when they do so). French 
banks have provisions against 25% of 
their sovereign risk, compared with 5% 
or so at American and British banks. In 
1985, Société Générale put 70% of its 
pre-tax profit into bad-debt provisions, 
Crédit Lyonnais 62% and BNP 55%. Brit- 
ain’s Barclays Bank set aside only 35% 
for provisions, but put more into general 
reserves than the French. 

Second, transactions with other bat ` 
account for a high share of French ban 
balance sheets: often 50% for big banks, 
compared with 10% or so for many 
American rivals. Banks are mostly more 
reliable repayers than other borrowers. 

If, to take account of these eccentrici- 
ties, provisions are added to equity and 
near-equity, and measured only against 
loans to genuine customers, the risk/ 
capital ratio makes the French banks look 
better—not surprisingly, since BNP did 
the calculation. BNP comes out with 
12.8% and Société Générale with 13%, 
compared with Deutsche Bank at 12%, 
Barclays at 11.9% and Citicorp at 7.8%. 

Third, France’s bank regulator, the 


How the pros rate them 


French banks are big borrowers in inter- 
national markets. Domestically, too: 
Crédit Agricole is the largest issuer of 
French bonds after the government and 
prides itself that its credit is as good as 
the ptr’s. The rating agencies have toler- 
ated lapses in capital adequacy as long as 
the French government stood behind as 
shareholder. Now banks are worried that 
their credit ratings will slip, and their 
cost of borrowing rise, when the govern- 
ment stands there no longer. 

There are already significant differ- 
ences in the way French banks are seen 
by the three top agencies—Standard & 
Poor's, Moody's and IBCA (which specia- 
lises in banks). Moody’s is most bullish; 
IBCA least. Moody's and Standard & 
Poor’s hand out top marks (Aaa and P-1 
for Moody’s; AAA and A-1+ for S&P) to 
some French banks, though they differ 
on which; IBCA gives its top individual 
rating, A, to none. 

IBCA’s letters reflect how good a basic 
business is; it also has a separate system 
of numbers (1 is the strongest) to indi- 
cate how likely a bank is to be rescued. 
Moody’s and S&P wrap the two together. 
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They differ on more than presentation, 
though. For example: over how reliable 
they consider the banks’ near-equity 
and even whether governments are mort 
likely to bail out big banks faster when 
they are state-owned than when they are 
in the private sector. 

French banks are right to worry about 
their ratings. So should other borrowers. 
As securities replace bank loans on con 
panies’ books, credit-rating agencies are 
becoming the arbiters of vast flows of 
capital. It is as well to remember that 
behind every computer program, there is 
human judgment—and humans differ. 


IBCA S&P Moody's 
BNP 1B AA+ long Aaalong 
A—1 short P—1 short 
SoGen 1B AA+ long Aaa long 
A—1 short P—1 short - 
Créd. Lyon. 1B/C Aaa long ° 
A—1 short P—1 short 
Créd. Agri. 2B/C AAA lon 
—1+ short P—1 short 
Bq Paribas 2B/C AAA lon 


A—1+ short* P—1 short 
A—1+ short P—1 short 


“rating on Groupe Paribas p - 


= 


Commission Bancaire, says—correctly— 
that straight equity-to-assets measures 
are a crude definition of how safe a bank 
is. [ts own measure, which weighs the risk 
in assets both on and off the balance 
sheet, is 5%—tougher than the Ameri- 
cans’ 6%, which leaves out off-balance 
sheet items. Most (not all) of France's big 
banks meet the commission’s target. 
Moreover, French banks are arguably 
not as unprofitable as they look. State- 





Thomas will find friends in the market 


owned, they have had no reason to maxi- 
pise profits for the benefit of a sharehold- 
er which rarely provided capital. If their 
contributions to provisions are jiggled 
about, BNP and Société Générale would 
show potential profitability not far off 
that of Citicorp and Barclays. 

Whatever the statistical quibbling, the 
success of the certificats d'investissement 
shows that demand for bank shares exists. 
BNP reckons individuals bought 40%, in- 
Stitutions 30%, foreigners 20% (they 
asked for six times more than they got), 
-~* employees 10%. Many of the buyers 

n such paper appears in bulk could be 
otaice-Owned themselves: insurance com- 
panies, for instance, and other banks. 
Until they, too, are sold, French privati- 
sation will have elements of a silly shell 
game in which assets are shifted around 
from one state hiding place to another. 

Next main hitch: France's privatisation 
programme is big; its stockmarket small. 
Compagnie Financiére de Paribas may be 
worth upwards of FFr25 billion and Indo- 
suez’s parent, BNP, Société Générale and 
Crédit Lyonnais not that much less. In 
1985, only FFr20 billion in new money 
was raised on the Paris bourse’s first and 
second markets (total market capitalisa- 
tion of equities: FFr675 billion). The 
government is looking to dispose of assets 
worth at least FFr40 billion a year for five 
years. Other demands will be made too, 
including much of the $1.5 billion in 
equity finance for the Channel Tunnel. 


Fortunajely for Mr Chirac, the French’ 


stockmarket’ is growing rapidly, and at- 
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tracting more foreign investors. The gov- 
ernment will borrow less if it makes 
money from its asset sales. And an impor- 
tant tax advantage which currently fa- 
vours bonds over shares (turnover in the 
bond market is four to five times bigger) 
is due for the chop. 

All told, the equity market can proba- 
bly absorb at least FFr25 billion-30 billion 
a year of denationalisation—perhaps 
more. And demands on it will be less than 
the gross numbers suggest. Employees 
will find 5-10% of the shares reserved for 
them; another 5-15% may be sold over- 
seas; and many big banks have quasi- 
equity in the market already (21% of total 
equity for BNP, 17% for Société Génér- 
ale) which could easily be enfranchised. 

It is all possible. But the government 
cannot simply cash in its chips. The priva- 
tising companies need fresh capital too. A 
conflict exists between the government's 
desire to raise money (FFr40 billion, for 
instance, before the end of 1987) and the 
banks’—and others’—need for new capi- 
tal (FFr40 billion, the big banks say by 
happy coincidence). So the government is 
looking at a combination of strategies: 
letting companies dilute the state's stake 
to below 50% by issuing new equity and 
enfranchising existing certificats, then 
selling the state’s shares later; placing a 
portion of the state’s stake privately; 
exchanging shares for government debt 
falling due, especially notes issued to pay 
for the 1981/2 nationalisation; and a clas- 
sic public offering of government shares, 
with, most likely, slices reserved for core 
investors and employees. 


Balancing the books 


One way or another, Mr Jacques Chirac’s 
government, if he survives the 1988 elec- 
tions, will try to return banking to the 
private sector over the next five years. 
But it will be no simple turning back the 
clock to 1981, far less to 1945. Competi- 
tion is keener; interest rates lower; capital 
requirements everywhere higher. 

Most bankers profess to believe that 
changes in ownership are of little impor- 


Les trois vieilles 
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tance in the short term. The left admits 
that nationalisation, in 1982, was not a 
glorious success. The right, fôr its part, 
admits that neither was it a disaster. 

With the 1982 crop of banks, at least, 
the state acted like a good capitalist 
shareholder. It bought the banks, at their 
stockmarket value—when the market was 
low—for about FFr21 billion. It injected a 
bit more into the weaklings (with Indo- 
suez, it put FFr500m into Banque Vernes 
in 1985), reorganised them as needed, 
and is now selling in a bull market. 
Groupe Paribas cost FFr5 billion five 
years ago—FFr6.7 billion in today’s mon- 
ey. Though its prospective FFr25 billion 
sale price also reflects more capital raised 
in the. market since then—FFr6 billion in 
1985 and 1986 alone—it still means a 
handsome profit for its main shareholder. 

In the long run, the change in owner- 
ship will be significant. As shareholders, 
especially foreign ones, become more 
demanding and the banks themselves 
more sophisticated, bank bosses are 
bound to listen more to the markets and 
less to their old friends in the Rue de 
Rivoli. But they will continue, for in- 
stance, to play their part in the regular 
whip-rounds for penniless but vital indus- 
tries—just as they did during and before 
their period under state ownership. 

State-owned or not, France’s banks 
remain tied to a system of quasi-official 
monetary and economic controls. While 
the state had to recognise the limitations 
of state ownership (it could not, eg, force 
the banks to lower their base rates as fast 
as public policy dictated), in the private 
sector the banks will still find it hard to 
fire lots of employees without state ap- 
proval, despite recent moves to ease the 
procedure. The power of institutions and 
habits is deeply ingrained. 

Mr Pierre Mauroy, Mr Mitterrand’s 
first prime minister, exclaimed in 1982 in 
wise anticipation of how little nationalisa- 
tion would really change things: “We 
have nationalised the banks, but not the 
bankers.” Mr Chirac, his successor but 
one, will find the converse just as true. 
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Power without nuclear 


Nuclear power is good at produc- 
ing large quantities of electricity. 
Barring a big change in the 
world’s pattern of energy con- 
sumption, that is the kind of 
energy that will be most in de- 
mand if economic growth is to 
remain rapid. This brief looks at 
the options facing the world if it 
abandons nuclear power. 

Be clear first about the scale of 
nuclears contribution to the 
world’s energy supplies: signifi- 
cant, and growing, but still quite 
small. At the end of 1985, accord- 
ing to the International Atomic 
Energy Agency (IAEA). 374 nu- 
clear reactors were connected to 
the electricity-supply networks in 
26 countries. These nuclear pow- 
er stations had a generating ca- 
pacity of 248,000 megawatts and 
produced about 15% of the 
world’s electricity. 

Electricity is only part (though 
a growing part) of the world ener- 
gy mix. About 35% of the energy 
which countries consume each 
year is committed to generating 
electricity. Nuclear power ac- 
counts for only around 5% of 
total energy use, and, because of 
the heat lost in power generation, 
2-3% of the energy delivered to 
end users. Some countries, 
though, are much more depen- 
dent on nuclear power: like 
France with 65% of its energy 
coming from nuclear reactors 
(see chart). 

Even by the end of the century 
those proportions will barely 
double on the nuclear industry's 
current plans. Hydroelectric 

wer provides the world with 

0% more energy each year than 
nuclear. So the world is by no 
means irreversibly committed to 
nuclear energy. 

In the mid-1970s, most govern- 
ments thought nuclear capacity 
would—and would need to—ex- 
pand to Im megawatts (four 
times existing capacity) by the 
year 2000, and to maybe five 
times as much again by the sec- 
ond quarter of the next century. 
Then conventional nuclear power 
stations would be replaced by fast 
breeder reactors. which breed 
their own plutonium fuel. 

Since then, recession, greater- 
than-expected progress in conser- 
vation and political opposition 
have wrought their effects. The 
end-of-century nuclear capacity 
will probably be barely half what 


was predicted ten years ago, al- 
though double what it is today. If 
nuclear power were phased out, 
that would leave a lot of energy, 
and electricity, to be produced in 
other ways, 

The actual size of that gap will 
depend partly on energy conser- 
vation. If the world can continue 
to conserve energy at the rate it 
has done since the first oil crisis in 
1973, it will have no trouble tn 
making up any shortfall in nucle- 
ar power, at least this century. 
But can it? Since 1974, the 
amount of energy used per unit of 
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gross domestic product in the 
non-communist world has fallen 
by 13%. 

It is not all conservation: struc- 
tural changes in recession-afflict- 
ed economies (away from ener- 
gy-intensive heavy industries) 
have also played a part. And 
there are wide differences be- 
tween individual countries: the 
energy-inefficient United States 
uses twice as much energy per 
unit of GDP, and more than twice 
as much energy per head of popu- 
lation, as efficient Japan. Devel- 
oping countries, on the other 
hand. because they are develop- 
ing basic energy-intensive indus- 
tries, increase their energy use at 
a faster rate than their economies 
grow. 

But maintaining progress is go- 
ing to be harder than before: 
since 1984 the energy-GDP ratio 
has risen marginally. Many of the 


easiest and cheapest conservation 
measures (eg, insulating houses) 
have been taken, and as energy 
prices fall, so too will the incen- 
tive to save on fuel bills, Many 
future conservation measures will 
require hefty capital investment, 
with longer payback periods. 
When energy costs fall below 
10% of a firm's total costs, inter- 
est in conservation appears to 
wane sharply. 

The size of the energy gap will 
also depend on the efficiency of 
power stations. Fossil-fuel power 
stations generate electricity by 
burning fuel to boil water into 
steam, which drives turbines. For 
a long time, the conversion effi- 
ciency of this method of power 
generation has been stuck at 
35%—ie, only 35% of the energy 
in the fuel comes out as 
electricity. 

Enter the fuel cell. At its best, 
it converts about 85% of the 
energy released by the oxidation 
of hydrogen gas into electric cur- 
rent and usable heat. It was used 
to provide on-board power and 
water (its only waste product 
when fuelled with hydrogen) for 
the Apollo spacecraft. 

A fuel cell works by stripping 
hydrogen, methane or methanol 
of electrons at one electrode and 
giving them back. together with 
oxygen. at another. The net re- 
sult—oxidation—is exactly the 
same as when the fuel is burned. 
but the electrons, travelling be- 
tween the electrodes. can be used 
as electric current. Compared 
with turbines. fuel cells would be 
quiet, cool and compact. 

The snag is cost. At the mo- 
ment. even running on natural 
gas (let alone on methanol expen- 
sively made from coal or oil. or 
on hydrogen, expensively bred 
by bugs). a fuel cell cannot com- 
pete with a turbine generator. 
But the electricity industry is 
watching prototype fuel cells with 
interest. America’s United Tech- 
nologies has built several 40-kilo- 
watt ones, while Japan has built a 
4.5-megawatt one and has plans 
for 35,000 megawatts-worth by 
2005. 

@ Oil. It remains the world’s 
most popular fuel (see chart). 
But there are three reasons for 
not burning it in power stations. 
One is that oil is indispensable as 
the fuel for things that move 
about—half the oil used today 
powers transport. Another is that 
burning more oil would soon de- 
liver consumers back into the 
hands of OPEC. To produce the 
amount of electricity that the 
world’s nuclear power stations 
generated in 1984, world con- 
sumption of oil would have had 
to be 10% higher than it was. By 





the year 2000, another 500m 


tonnes—equiva-lent to nearly 
two-thirds of OPEC's output this 
year—would be needed. 

The third reason fs that oil is a 

finite resource. Even at today’s 
production rates, the world’s 
proven oil reserves will be deplet- 
ed in roughly 35 years. Of course, 
more oil will be discovered, while 
a rising price will enable produc- 
ers to develop smaller fields and 
squeeze more out of them. Even 
so, nobody doubts that oil is 
finite. 
@ Coal. For 30 years after the 
second world war, most countries 
tried to move away from their 
dependence on coal. But just 
over 40% of the world’s electric- 
ity comes from coal-fired gener- 
ating plants: more than 60% of 
the coal consumed is still burnt in 
power stations. 

Coal is dirty and dangerous 


Too conventional 
'Non-communist world’s 
energy consumption 
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mine; expensive to transport; and 
bad for the atmosphere. A large 
coal-fired power station produces 
enough ash in a year to cover an 
acre of ground to the height of a 
six-storey building. It also patfmps 
out carbon dioxide, which turns 
the atmosphere into a green- 
house. and sulphur dioxide and 
nitrogen oxides, which turn rain 
to acid, 

Coal could easily replace nu- 
clear power. Known coal re- 
serves will last 200-300 years at 
today’s consumption rates. But 
to use more coal. the world must 
either accept more pollution, ‘or 
pay more to clean up coal, Flui- 
dised-bed combustion will give 
fewer pollutants and up to 20% 
more power per tonne of coal, 
but not before the mid-1990s. 

Synthetic fuel from coal is no 
answer: the cost of producing a 
barrel of synthetic’oil from coal 
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(and from other more promising 


sources such as the tar sands of 
North America) has stayed stub- 
bornly above the oil price, even 
when that reathed $35 a barrel in 
Œ 1980. Synthetic crude oil produc- 
tion will probably not exceed 
650,000 barrels a day (less than 
2% of world output) in 1990. 

The earth is brimming with 
energy. It arrives from the sun at 
the rate of 178 billion megawatts, 
20,000 times as much as world 
demand for energy. Fossil fuels 
are merely stored supplies of that 
solar energy. trapped by ancient 
plants. So why not short-cut the 
storage process and use the ener- 
gy as it arrives? 


Renewable energy 


Renewable sources of energy 
10t run out, and they do not 
ute, blow up or melt down. 

«ner the first oil shock, some 

optimists claimed that they could 

eventually meet all demand for 
energy. That optimism is fading. 

The money spent by govern- 

ments on research and develop- 

ment into renewable energy has 
halved from its 1980 peak of $1.2 
billion. 

The reason is that the renewa- 
tjes have two inherent draw- 
backs: they are diffuse and they 
are intermittent. The diffuseness 
means that a 1.000-megawatt so- 
lar farm might occupy about 5,000 
acres, compared with less than 
150 acres for a similar-capacity 
nuclear power station. A 1,000- 
megawatt wind farm would be 
several times larger still. A wave- 
power station generating 1,000- 
megawatts might be 30 miles 
long. If crops were grown for 

ersion to oil or gas by diges- 
1,000-megawatts-worth 
d occupy 200 square miles. 

Because renewable energy is 
intermittent, it is also unreliable. 
Although the wind often blows 
Strongest when most power is 
needed, it cannot be relied on to 
do %, nor—as any Briton will 
agree—can the sun be relied on 
to shine. Any renewable supply 
must therefore be attached to an 
efficient means of storing energy 
for the lean times. Energy stor- 
age—by using big batteries. or by 
pumping water uphill or air into 
underground caverns—is getting 
more efficient but still wastes at 
least one-fifth of the energy. 

Despite these problems. re- 
newable energy is already con- 
tributing to electricity grids in 
various parts of the world: 

@ Geothermal energy is not 

Strictly renewable, in that the 

earths rocks eventually cool 

down. Nor ¿s it new: the Italians 
have been rufning a power sta- 
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tion fuelled by hydrothermal 
power (steam and hot water) on 
and off since 1913. Some 3,400 
megawatts of geothermal energy 
are being used by those countries 
lucky enough to have geysers— 
New Zealand (11% of final ener- 
gy consumption), the United 
States, Japan and Iceland. There 
is a lot of heat in the earth to be 
tapped (it comes out at a rate of 
32m megawatts) but larger-scale 
use of geothermal power is prob- 
ably still decades away. Many of 
the most obvious geothermal 
sources have already been 
tapped, and drilling to find new 
ones is expensive, since the wells 
have to be deep. 
@ Wind. This is the most promis- 
ing of the renewables, for the 
obvious mechanical reason that 
windmills can turn turbines di- 
rectly and do not need an inter- 
mediate stage of heating water. 
But attempts to reap economies 
of scale by building large wind- 
mills—those that generate more 
than one megawatt—have been 
bogged down in technical prob- 
lems for some time. Capital costs 
have remained obstinately above 
$1,500 a kilowatt, At present 
much of the world’s wind-gener- 
ating capacity is in California, 
which has a system of tax breaks 
for windmill owners: nearly 9,000 
turbines are producing more than 
500 megawatts. In the 1990s, ca- 
pacity could increase to as much 
as 21,000 megawatts. 
@ Thermal solar power. At least 
four types of plants use the sun's 
rays to heat water and so drive a 
turbine. They vary from the ex- 
perimental five-megawatt solar 
pond operating in Israel to the 14 
megawatts of installed parabolic 
troughs in California. The prob- 
lem common to all is the high 
capital cost—at least $2.000 a 
kilowatt of capacity—for expen- 
sive items like polished mirrors 
that can track the sun. Do not 
expect more than 200 megawatts 
of capacity world-wide by 1995. 
@ Photovoltaic cells. Semi-con- 
ductors have the useful property 
of turning sunlight directly into 
electric current. It is a trick that is 
being put to commercial use in all 
sorts of applications: solar- 
powered calculators. refrigera- 
tors, and, of course, satellites. 
But photovoltaics are just too 
expensive for large-scale power 
generation. Developers face a di- 
lemma. They cannot make their 
cells cheap without losing conver- 
sion efficiency and vice versa. 
Some 19 megawatts of photo- 
voltaic capacity have been con- 
nected to the American grid. By 
1995, that figure could have risen 
to 5,000 megawatts. But the big 
opportunity lies in the developing 
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world. Photovoltaics, being self- 
sufficient and as small as needed. 


come into their own in remote - 


areas that are, expensive to con- 
nect to grids. 

@ The sea. Three methods for 
extracting energy from the ocean 
have been looked at seriously: 
wave power, ocean thermal ener- 
gy conversion and tidal power. 
The first aims to harness the 
motion of the waves. using a 
variety of often comically named 
devices (eg, the Salter duck. the 
Lancaster flexible bag). the sec- 
ond to exploit the temperature 
differences between the warm 
surface layer and the cold deep 
waters of the oceans. Both could 
generate sizeable amounts of 
electricity (perhaps 30.000 mega- 
watts of capacity for an ocean- 
bound country like Britain). But 
neither has yet been demonstrat- 


Too costly? 


Estimated comparative 
costs in the 1990s 


@Bestcase OMost likely case 


@O—88 Solar (parabolic dish) 





Source Othice of Technology Assessment 


ed beyond an experimental stage, 
and most big countries have 
scaled down their research. 

The third method, tidal power, 
is (like hydroelectric power) lim- 
ited by geography. It needs long, 
tapering bays that drive the tide 
into a large bore as it moves 
along the channel. The incoming 
tide can then be trapped behind a 
barrage and used to drive tur- 
bines on the way out again. There 
are probably fewer than 25 sites, 
like the Bay of Fundy in Canada 
and the Severn Estuary in Brit- 
ain. that are suitable. If all were 
developed, they would yield 
15,000 megawatts or so. 
@ Biomass. The most common 
renewable source of energy is 
plant matter, Most poor coun- 
tries depend on wood for energy. 
Nearly half of India’s and about 
94% of Malawi's total energy 
consumption is of wood. In India, 





. 
another tenth of the total energy 
consumption c8mes from animal 
dung and crop waste, But this is a 
precarious resource. Already, 1.3 
billion people are using trees fast- 
er than they are being replanted, 
while, in burning dung, farmers 
deprive their fields of nutrients— 
and so reduce the amount of 
crops that can be grown and fed 
to cattle to produce more dung. 

The answer, many believe, is 
biogas. Digesters would use the 
dung to make gas and yield a 
residue that is good fertiliser. 
Already China is producing the 
equivalent of 20m tonnes of coal 
a year in about 7m such digesters. 

Plants may have a modest fu- 
ture in replacing the oil used as 
fuel for vehicles. Brazil's near 
self-sufficiency in ethanol from 
Sugar cane is the biggest such 
programme, though some scep- 
tics think that it uses more energy 
in purification than it generates. 
Elsewhere, vehicles are running 
experimentally on coconut oil in 
the Philippines and gopherweed 
in Arizona. In Florida, sewage- 
fed water hyacinths are being 
turned into gas. In Japan, bugs 
are eating rice waste to make 
hydrogen. 


Adding up 


So what would fill the gap? By 
the year 2000, even on conserva- 
tive estimates of economic 
growth, OECD countries would be 
generating 25% of their electric- 
ity from nuclear power. Total 
nuclear capacity would be about 
400,000 megawatts. That is the 
size of the gap that would have to 
be filled. 

These are the least-bad guess- 
es. though they are still rough. 
The rate of economic growth and 
the progress of conservation both 
depend partly on the price of 
energy—and the price of energy 
depends on the speed and extent 
of any nuclear phase-out. But if 
nuclear power stations were shut 
overnight, power cuts would be 
impossible to avoid in several 
countries and electricity-generat- 
ing costs would soar. Only oil, 
gas and coal could fill the gap. 
Consumption of either oil or coal 
would have to rise by 10%. 

Replacing nuclear power over 
say 20 years would be less disrup- 
tive, but still costly. Some new 
sources—oil from tar sands and 
shale, more hydroelectric power, 
perhaps fuel cells—would fill the 
gap. But they would not prevent 
energy prices from rising to at 
least double their present levels 
in real terms. Indeed, they would 
require such a rise, because with- 
out it they would make no com- 
mercial sense. 
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Mount Rigi in Central Switzerland, one of the country’s earliest tourist attractions, Histori 
High up above the Lake of Lucerne, Switzerland’s variety is particularly striking: it offers a 
magnificent panorama of quite individual opportunities for getting away from the everyday , 
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hotels and restaurants, its tempting stores and wealth of sporting opportunities Switzerland 
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In science, big is beautiful. The spacemen 
have their $8-billion space station; the 
particle men want their $3-billion col- 
lider; the weapons men have “‘star wars”. 

Now, the biologists have a project: to 

nap and read the whole of the human 

“genome” within ten years. 

The genome is a set of complete in- 
structions for building a human being, 
written in DNA on 23 chromosomes and 
divided into about 50,000 genes. You 
carry two copies of it in every cell in your 
body, one from each parent. Each gene is 

* arecipe for making one protein, and each 
protein has a specific job: some switch 
other genes on and off; some catalyse 
chemical reactions; some make bone or 
propagate electrical charges down nerve 
cells. 

Although biologists have become bet- 
ter at decoding genes, they have merely 
dipped into the genome at a few isolated 
spots. Until now, the reason they have 
not read more has been the sheer scale of 
the operation. The human genome is 
written in the usual DNA alphabet of four 
letters known as bases. It is 3.5 billion 

ases long. So far, according to the Bos- 

mn consultants Bolt Beranek and New- 
man, who keep a record of genes that 
have been decoded, about 6.7m bases 
have been read, or 0.2%. Decoding the 
rest is a mammoth job. Think of each 
base as a letter in a book. Scientists have 
read ten average-sized books so far—and 
have about 5,000 to go. Reading that 
many books would take a keen reader his 
lifetime. 

To read each base, the scientists will 
have to go through a complicated series of 
operations with a confusion of Franken- 
steinian machinery. Ten years ago, read- 
ing a single chapter would have guaran- 
teed a Nobel prize. 

Mapping the whole human genome has 
a been mooted before, but this time the 

idea might catch on. The technology is in 

place, and science’s reputation—after 

Challenger and Chernobyl—could do 

with an altruistic megaplan. The scheme 

was hatched at a meeting of 43 scientists 
in March organised by the Los Alamos 
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The squiggle of life 


National Laboratory, which became in- 
terested after developing techniques for 
sorting chromosome fragments. The sci- 
entists are hoping for money from the 
Department of Energy, and for the per- 
sonal blessing of President Reagan. 

Why bother? A complete sequence of 
the human genome would be of enormous 
value to biologists. Apart from those of 
tiny viruses (which are a mere 5,000 bases 
or so long), no genomes have been read 
from end to end—not even that of the 
unprepossessing bug E. coli, the work- 
horse of biotechnology. Within the hu- 
man genome lie genes that control every- 
thing from cancer to aging. Some 3,000 
hereditary diseases are known to be 
caused by different faulty genes. Topical- 
ly, the Los Alamos scientists want to find 
the bits of the genome that cause cancer 
or hereditary disease when exposed to 
radiation. 

A map of the genome will bring order 
to the madness evolutionists now find in 
the sequence and repetition of genes. It 
will also boost biotechnology. The future 
of the industry hinges on genetic engi- 
neers having more genes to play with than 
they have now—the biotechnology com- 
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panies at the moment are all chasing the 
same few products. i 

The scientists are divided about howto 
approach the project. Some want to do as — 
much clever planning as possible, by 
chopping chromosomes up into fragments 
with so-called restriction enzymes and | 
then working out the order in which the 
fragments fall, without knowing the se- — 
quence of bases. That would give a rough 
map to start from. They would then begin 
reading the DNA, starting with the inter- 
esting bits, such as the genes for the — 
hereditary diseases or the oncogenes that _ 
cause cancer. Other scientists prefer to — 
read the genome from end to end, With 
present technology, bases can be read at 
the rate of about 100,000 a man-year. To 
do the whole thing in ten years would — 
take 3,000 people. ss 

But technology is improving. Applied 
Biosystems, a Californian company which 
has the licences to apply the ingenious 
techniques developed byateamunderDr 
Leroy Hood at the California Institute of 
Technology, is about to launch an auto- 
matic sequencer that can read genes upto 
100 times faster than a man. Wo 

The data will then have to be stored 
and indexed. Merely putting the data into 
computer memory will not be hard— 
though it will require 100 gigabytes of Py 
storage. Searching the whole thing to find 
a sequence that matches another 100-base 
sequence will take a Cray supercomputer 
a few minutes. Searching for any internal 
repeats will remain forever beyond the 
capability of all but the most brilliant 
parallel computers. 

The job will entail more drudgery than 
academic challenge. But the scientific 
dividends will be huge. It could provide 
biologists with a 12-inch compact disc 
containing an enormous database to take 
back to their laboratories and explore at 
leisure. E 

Two important questions remain. 
Whose genome will be used? And who 
will pay? One person will have to donate 
a few cells, and from these cells will be = 
cloned his genome. Human genomes dif- 
fer as much from each other as do the e 
humans themselves, so the genome cho- 
sen will have its idiosyncrasies. One day, 
people might have their genomes read 
like their palms, but this first one will take 
at least ten years. All science needs nowis 
a benefactor willing to pay the $1 billion- 
or-so a year that the project will cost. In 
return he will get a sort of immortality. 
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‘Molecular electronics 


Miniaturisation 
goes mad 


a PITTSBURGH 


The electronic switches and wires inside 
‘computers have been getting steadily 
‘smaller. For that, thank the ingenuity of 
_chipmakers and the properties of silicon. 
But switches made out of single molecules 
would bring a massive increase in the 
speed of computation. Dr Robert Birge 
and his colleagues at Pittsburgh's Carne- 
gie Mellon University think they know 
— how it can be done. 
s>; Dr Birge’s team plans to build molecu- 
lar equivalents of the semiconductor 
“NAND” gate, the switch that forms the 
basis of computer logic. The NAND gate 
‘enables a computer to perform logical 
“operations, such as: if A and B, then C. 
‘The fiendish cunning of the cleverest 
‘computer amounts to nothing more than 
hooking such gates together in the right 
sequence. But existing gates are made on 
semiconductor wafers and respond to 
electronic currents; Carnegie Mellon's 
gate would be opened and closed by the 
sfer of individual electrons within a 
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is another dye. Architecturally, this gate — 
is identical to a typical semiconductor 
gate. The big difference is size: some 
10,000 molecular gates could sit upon the . 
tip of a human hair. 

In a semiconductor gate, the input 
comes in the form of an electric current. 
In the molecular gate, the input is provid- 
ed by a laser beam. | 

It works like this: when the cyanine 
part of the molecule absorbs a photon 
from the laser, an electron is transferred 
to the quinone and thence to the porphy- 
rin. If the porphyrin receives only one 
extra electron, nothing spectacular oc- 
curs. If it receives two—one from each of 
the input arms—the increase in electron 
density “fires” the gate. by changing the 
wavelength at which the output dye ab- 
sorbs photons. This, in turn, enables the. 
output of the gate to be read by interroga- 
tion with another laser beam. In a real 
computer, the molecular gates would be 
linked in chains like the circuits of a 
conventional computer. 

Simple? Not really. Consider just one 
complexity: the way electrons are trans- 
ferred from the cyanine dyes to the qui- 
nones. An essential property of the sys- 
tem is that the movement of the electrons 
must be controlled: if they flow freely 
back and forth, the device is useless. 
Hence the presence of an insulating barri- 
er of atoms—known as a sigma group— 
between the cyanine and the quinone. 

To move electrons through the sigma 
barrier, molecular chipmakers must rely 
on electron tunnelling, a bizarre but use- 
ful peculiarity of quantum mechanics that 
enables electrons to pass through such 
insulators. The rate at which electrons 
tunnel through the sigma barrier depends 
on its length. For convenience, Dr Birge’s 


EB A donor molecule(cyanine) absorbs a 

photon and passes an electron to... 

an acceptor molecule (quinone). 

If porphyrin receives two electrons, the 
gate fires... 

E changing the optical characteristics of 

the output 
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trillionths of a second, but to get the 
timing just right means finding a better 
way to calculate tunnelling speeds: much 
of the group's work will therefore have to 
be theoretical. 

The master-plan for a molecular gate 
like Carnegie Mellon’s is not new. It was 
first outlined in 1974 by tBM’s Dr Arieh 
Aviram and Dr Mark Ratner of New 
York University. But Carnegie Mellon 
believes it could be first with a working 
gate. The university last year made build- 
ing the NAND gate the main task of a new 
centre for molecular electronics under Dr 
Birge. 

Turning the gate from a good idea into 
even a bad computer is a massive task. In 
addition to theoretical progress, the cen- 


tre will have to find solutions to daunting - 


practical problems—such as designing 
and synthesising the right molecules. Car- 
negie Mellon has built a machine to carry 
out the synthesis automatically—one rea- 
son that the project has already received a 
significant vote of confidence. IBM has 
given the centre nearly $2m—the only 
outside research award the computer gi- 
ant has yet made in the field of molecular 
electronics. 





Meet the polymer 
transistor 


CAMBRIDGE. MASS 


The transistor revolutionised the elec- 
tronics industry by enabling small devices 
to turn tiny electrical signals into big 
currents. Thus, a hand-held radio could 
turn tiny radio waves into loud noise. 
Now, researchers at the Massachusetts 
Institute of Technology (MIT) are demon- 
strating a transistor made of a polymer 
that responds to chemical signals instead 
of electrical ones. 

A conventional transistor works by 
passing a current from one metal elec- 
trode (the “source™) to another (tife 
“drain’’) via a semiconducting material 
whose conductivity is variable. A small 
incoming signal, which enters the trans- 
former via a third electrode (the “gate”’), 
determines whether none, some, or all of 
the current passes to the drain. Changing 
the small signal is like opening or closing 
the valve on a water pipe to adjust the 
flow of water. ; 

In the device developed by Dr Mark 
Wrighton and his MIT colleagues, the 
material connecting the source and drain 
(which are two strips of gold) is not a 
semiconductor, but a polymer. Like semi- 
conductors. some polymers have variable 
conductivity. When exposed to *certain 
chemicals, they react and. 
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STOCKMAN 


His devastating account of five 
years of crisis and mismanagement 
at the White House 
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OF POLITICS 
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Mebrett 


Let the world’s leading 
family historians 
research your ancestry. 







For information 
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of your family fora 






free feasibility 






analysis. 


Debrett Ancestry Research Ltd., 
Dept. EN, Gordon Road, 
Winchester S023 70D 
Telephone: (0962) 69067 
North America dept EN, 
Courthouse Road, 
Accomac VA 23301 USA. 















Check your remuneration package for 
working conditions abroad 


| palhgertben techs him: 


Order Form 
Please send me free and without obligation a sample of the 1985 
International Transfers sections giving information on executive 
remuneration and cost of living for the following cities (maximum 
two). Please tick the appropriate squares. 

C] New York [] Frankfurt C] Rome 

[] London [ ] Paris (29 cities in all) 


Most managers can assess the value of a remuneration 
package in their own country, but what is it worth overseas? g 
Its essential information to anyone setting up a new office 
abroad, or recruiting expatriate management — or indeed 
assessing a personal appointment opportunity. 


i 

International Transfers is a definitive , 240 page volume ł 

packed with facts, figures and examples. It is compiled by The i 

S Economist Publications in collaboration with MICA 

International, a consultancy specialising in executive $ 
transfers. It is updated every 6 months, so that the effects of 

inflation and exchange rates are measured. It costs less than i 

most services would charge for a single market. ij 
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I understand you will also send me information about the 1986 issue 

of International Transfers, and the companion volume “Taxation 

& Social Security”. 

Ti Fi : < Name 
© check on its value to you, simply complete the 

coupon indicating any two sample cities in which you are 

interested and we will send you FREE and without obligation, 


Position in Company 


Re Company 
an extract from the 1985 edition so that you can see the scope Pa 
_ and detail it offers. Address 
We will also send you details of the complete 1986 
publication, and the companion volume of “Taxation & Social vt Gone 


Security” for those with European-based operations. 


Please make sure you don't miss this opportunity by 
completing the coupon opposite. 


The 


To: The Economist Publications Limited, 
40 Duke Street, 
London WIA IDW, United Kingdom PUBLICATIONS 
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SCIENCE AND TECHNOLOGY 


“gain or lose electrons. When a polymer 


gains electrons, it becomes an insulator. 
When it gives them up, it becomes a 
conductor. Depending on the outcome of 
the reaction, the polymer permits none, 
some or all of the current to flow from 
source to drain. 

In this way, Dr Wrighton’s polymer- 
based transistor can translate chemical 
signals into electrical signals. It can also 
amplify signals. Imagine, for example, a 
device made with a polymer that responds 
to oxygen. When the polymer and the 
oxygen react, each oxygen molecule picks 
up four electrons from the polymer. The 
movement of those electrons could itself 
indicate the oxygen’s presence, but the 
signal would be too small to detect unless 
the quantities of oxygen were large. 

In the new device, however, the loss of 
those electrons turns the polymer into a 
conductor. For every four electrons re- 
moved from the polymer, many more 
electrons flow from the source to the 
drain. The small signal provided by the 
oxygen is thereby amplified. The dura- 
tion of the source-to-drain flow shows 
how long the oxygen is present, and the 
number of electrons in that flow shows 
the oxygen’s concentration. 

The new polymer-based transistor is 
too slow to compete with the convention- 
al transistor, but it could make an excel- 
lent sensor to monitor the concentration 
of oxygen, carbon monoxide, acidity, or 
certain enzymes. 

In one test, the MIT researchers passed 
an inert liquid over a polymer-based 
transistor for 30 hours, injecting uniform 
pulses of oxidant into the flow at ten- 
minute intervals. The transistor’s drain 
current showed those pulses as spikes of 
consistent amplitude. Most important, 
the transistor produced signals large 
enough to be processed—even when the 
chemical signal was too small to be de- 
tected by conventional methods. 

Unknown chemicals could be identified 
using a combination of transistors made 
with polymers responsive to different 
types of chemicals. A given chemical 
would then turn on some transistors and 
not others. The positive and negative 
responses of a carefully selected group of 
polymers could distinguish among numer- 
ous chemicals. Since it might take ten 
devices to distinguish between, say, oxy- 
gen, hydrogen peroxide and iodine, the 
researchers are working on making the 
transistors small and light. 

In the longer term, the new transistor 
holds promise as a means of linking the 
biological with the electronic worlds. 
Much of what goes on in biological sys- 
tems involves chemical impulses that 
stimulate electrical currents. Since the 
new transistor performs just that transla- 
tion, it should be ideal for use in implants. 


The universe 


Flop or crunch? 


Astronomers and neurotic teenagers wor- 
ry about the fate of the universe. Since 
the 1950s and the work of the great 
American astronomer Edwin Hubble, it 
has been known that the universe is 
expanding like a balloon, set in motion by 
the still-unexplained big bang some 15 
billion years or so ago. 

Countering this outward rush is the 
force of gravity. Everything depends on 
how much matter there is in the universe. 
If there is enough, gravity will eventually 
halt its expansion, and then reverse it, 
pulling all the matter back together again 
in a “big crunch”. If not, the universe will 
expand, cool and dissipate until nothing is 
left. 

To decide between these cheery alter- 
natives—that is, to decide whether the 
universe is closed or open—cosmologists 





Where's the mass? 


keep coming up with new estimates for 
the universe's mass and rate of expansion. 

Visible galaxies seem to contain little 
more than 1% of the mass needed to close 
the universe—far too little to explain the 
behaviour of distant galaxies. So scien- 
tists have proposed the existence of “dark 
matter“. Dark, intergalactic dust has, 
indeed, turned up via studies of galactic 
haloes and the dynamics of clusters of 
galaxies. There could be at least ten times 
more dark matter than visible matter. But 
some theories call for tens or hundreds of 
times more still. 

The missing matter may consist of faint 
stars, dust, black holes or a host of exotic 
sub-atomic particles—many of them un- 
known outside the imaginations of theo- 
rists. Two sets of observations have now 
provided new evidence: 

@ The first concerns what is known as a 
gravitational lens. Some of the most dis- 
tant visible objects are quasars—galaxies 
with bright. active cores. A few quasars 
appear to live in closely-packed groups of 
two or three, but are not really different 
objects at all. They are different images 
of a single quasar whose light has been 


separated into different paths by the 
gravitational field of matter between the 
quasar and the earth. 

In most cases, the separation is proba- 
bly caused by a cluster of faint galaxies. 
But two groups of astronomers—under 
Dr Bernard Burke at the Massachusetts 
Institute of technology and Dr Edwin 
Turner at Princeton—have been search- 
ing for new lenses. The Princeton group 
believes it has found the most impressive 
lens yet. At 2.6 arc minutes (a minute Is a 
sixtieth of a degree), the separation be- 
tween the images is 20 times greater than 
those of other lenses. 

No cluster of galaxies big enough to act 
as a lens of that power has been seen. So 
the researchers think the lens might be a 
black hole, in which case it would weigh 
about a million billion (10°) times as 
much as the sun. Another possibility is 
that the lens could be part of a shadi 
universe, thereby tying neatly in wi... 
string theory (the suggestion that parti- 
cles should be seen as tiny strings rather 
than dimensionless points). One version 
of string theory predicts the existence of 
matter than can be detected only through 
gravitation. Could the new, invisible lens 
be made of shadow matter? i 
@ Meanwhile, Dr Bob Joseph and col- 
leagues from Imperial College, London, 
have been studying the infrared light? 
emitted by a sample of 96 galaxies. Be- 
cause the galaxies selected are similar, 
brightness gives a good clue to their 
distance from the earth. The usual way of 
estimating galactic distances is by the 
redshift—the degree to which the wave- 
lengths of the light from them are 
stretched by the race of the galaxies away 
from earth. If the universe is expanding 
uniformly, the galaxies should be racing 
at identical speeds for a given distance ` 
any direction, 

But the redshifts of these galaxi__, 
about 150m light years away, are not 
identical. The galaxies are racing away 
15-20% faster than average in one direc- 
tion and the same amount slower than 
average in the opposite one. Dr Josgph 
reckons that for the galaxies’ rate of 
separation to be so skewed, enough mat- 
ter must exist somewhere to close the 
universe. The matter is probably dark. 

What kind of dark matter? Slow-mov- 
ing. cold particles, such as axions and 
photinos, would probably clump together 
into clusters too small to account for the 
streaming. So the matter is more likely to 
be fast, hot particles, such as some kind of 
massive neutrino. Imperial College's 96- 
galaxy sample is small, but other scientists 
at Britain's Jodrell Bank and Cambridge 
University are spotting similar streaming 
effects in a sample of 700 galaxies. Per- 
haps the universe is heading for a crunch 
after all. D 
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Not quite the last word 


SUPPLEMENT TO THE OXFORD ENGLISH DICTIONARY, Volume IV Se-Z. 
Edited by Robert Burchfield. Oxford University Press. 1,488 pages. £90. To be 


published in America by OUP, New York. | 


““ere they are at last—the skinheads and 

reakers, the yuppies and yobboes, the 
with-it wasps and sodding sexists, the 
wets, wallies and wimps—all captured, 
interrogated and put on display in the 
final volume of the “Supplement to the 
Oxford English Dictionary” (Se-Zyrian, 
28 years in the making, half a stone). It 


_ fixes the state of the English language in 


the third quarter of this century and 
marks another milestone in 130 years of 
work. 7 

The OED was conceived in 1857. Edit- 
ing began about 20 years later and the 
work was completed half a century after 
that in 1928 (subscribers must have been a 
patient lot in those days, slowly collecting 
the 125 fascicles of the part-publication). 
In 1933, the dictionary was reprinted with 
an unsatisfactory supplement and there 
matters rested for another quarter centu- 
ry until the present round of supplements 
began under the editorship of Mr Robert 
~ urchfield. 

How badly they were needed: not just 
to record new words but new senses and 
changed pronunciations. Consider some 
of the pronunciations assigned in the 
original OED: armada and virago had may 
and ray as their middle syllables: gynaeco- 
ldvy began with a j-sound; acumen, cen- 
trifugal and the noun defect were stressed 
on the second syllable, controversy, de- 
spicable and harass on their first, 

Oddly, the supplements leave all of 
these pronunciations uncorrected, Up- 




















dating has been less than meticulous, too, 
in the wording of some definitions. Colli- 
sion, for instance, remains “a violent 
encounter of a moving body with another; 
in recent use esp. of railway trains and 
ships”. And, though Z has been dealt 
with, much ground has been lost since A 
was despatched. Many expected words 
failed to make the volumes’ differing 
deadlines. Star wars failed to make this 
latest volume. A-G lacks the noun grope, 
the verb access, the extraterrestrial sense 
of alien, the sexist sense of chauvinist and 
the indecent sense of bondage. 

These, though, are mere cavils—and 
the new version of the OED will anyway be 
able to make them good in two minutes 
flat. Under Mr Burchfield’s successor, Mr 
Edward Weiner. the “New OED” is to 
become an electronic publication, avail- 
able as an on-line database or (less expen- 
sively) on optical disks, as well as (cheap- 
er still) a bulky book. Technology will 

_make corrective mop-up operations rou- 
tine, painless and capable of being carried 
out instantaneously in any part of the 
linguistic state: no more cross-country 
sweeps while enemy forces regroup in the 
distant province of O-Scz. In Florida, 120 
people are busy keyboarding on to com- 
puter disks (one for the “New OED”), all 
dozen volumes of the original dictionary 
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plus its four supplements. (Technology is 
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not yet so wonderful that it is able to 
devise an optical character reader that 
can cope with the bewildering array of | 
typefaces in the original OED.) <o 
A half century of change x 
What has happened to English since the 
original dictionary was completed? A 
great deal, both for the better and the 
worse. Sloppiness has increased in public 


a 
ot) 


language—in journalism, official forms 
broadcasting and public speeches. In- 
creased, note, not surfaced. Those who 
think there was a golden age of English 50 
years ago are deluding themselves, In the 
1930s, Jeremiahs were doomsaying and 
looking back 50 years to another sup- 
posed golden age. The deterioration of 
public language, such as it is, is partly the 
result of a scaling-down of traditional 
schoolroom grammar lessons but chiefly — 
of a derestriction (first used, 1935) and 
democratisation (1865) of language. 

Sloppiness is, indeed, everywhere: in- 
mispronunciation (meeja), in dubious 
grammar (between you and I), in buzz- 
words (within realistic parameters), in the 
rise of “estuary” pronunciation in the 
south-east of England (ten green bottows: 
‘anging on the waw) and in the oickspeak — 
of much advertising and many tabloid — 
newspapers. Yet it would be foolhardy to 
brand as sloppy the “noun-stacking” of 
newspaper headlines (which produces 
such joyful results as “SQUAD HELPS DOG 
BITE VICTIM") or the wide-ranging, and 
urgent-sounding, use in headlines of the 
present tense (“AMERICAN WARPLANES — 
BOMB TRIPOLI"), = 

And, if a decline in rigour is bad, a 
decline in stiffness is not. Compare a 
current tax form with one of 50 years ago. - 
Or a story in The Times or the Guardian. 
Or a news broadcast. Public language is- 
becoming public again: familiar and ac- 
cessible, rather than Olympian and ex- 
cluding. Certainly, a gap remains be- 
tween the written word and spontaneous 
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Geldof and after 
3 ‘ All famine victims look alike to the well- 


fed world. However much donors and 
aid agencies in the West have done to 
relieve starvation in Africa, that sad 
; impression remains, It is confirmed by 
K: the much-publicised experience of one 
k: man: Mr Bob Geldof. 

Al Mr Geldof is regarded by his admirers 
as a saint and by his detractors as an 
innocent abroad in a world where profes- 
sional help is needed most. With the 
assistance of Mr Paul Vallely, a journal- 
ist on The Times, Mr Geldof has pro- 
duced a lively account of his life, Is That 
It? (Sidgwick and Jackson, £10.95). Mr 
Geldof emerges from its pages as neither 
saint nor innocent. Without “Band 
Aid”, his life would probably have been 
little different from that of any bright 
and feckless chap born in Dublin in the 
1950s who did well in the music business. 
What is unusual about Mr Geldof is the 
scale of the compassion which he in- 
spired among teenagers for a people 
whose history has been obscured by ten 
years of secretive Marxist government 
after centuries of secretive imperial rule. 

Perhaps it matters little whether his 
ability to inspire people was the result of 
some quality in Mr Geldof or of his being 
the right man at the right time. Either 
way, the group of those who gave money 
for famine relief suddenly expanded be- 
yond the traditionally good-hearted to 
millions of pop fans. 

In the course of his journey through 
the labyrinth of famine relief. Mr Geldof 
emerged as a prominent baiter of the 
international aid bureaucracy. The bu- 
reaucrats come in for further criticism in 
Mr Peter Gill's A Year in the Death of 
Africa (Paladin Books, £3.95). 


speech. So, perhaps, it should. But it is 
nothing like as forbidding as it used to be. 
No longer do BBC radio announcers wear 
dinner jackets or speak with plums in 
their mouths. They no longer sound like 
prigs. Perhaps for that reason, too, they 
no longer sound like gods. One measure 
of the changes in public English is the 
salutary scepticism that prevails towards 
the media. 

This, of course, is to reverse the cus- 
tomary order of cause and effect. Lan- 
guage is reputed to respond to social 
changes, rather than to cause them. Some 
linguists accuse the dictionary of harbour- 
ing a built-in conservative bias, because 
printed texts are the sole source of cita- 
tions allowed. This implies, such critics 
maintain, that only committal to print— 
and respectable print at that—means that 
a word or phrase can be said to have 
entered the language. 

Whatever one thinks of this argument 
(and many first examples of swear 
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Mr Gill's book is the first to study 





The face of famine 


closely the response to famine in the 
African country that attracted the widest 
publicity, Ethiopia. For the most part, 
his conclusions confirm what is becoming 
conventional wisdom: that the interna- 
tional response was too slow, that west- 
ern governments were too mean and that 
it took television pictures of the horror 
of the camp at Korem to jolt complacent 
governments. He makes good use of the 
benefits of hindsight. 

Mr Gill argues that, if the threat of 
widespread starvation is to be removed, 
early-warning bells have to ring—and be 
heeded. When, for the tenth year run- 
ning, the Ethiopian government prophe- 
sied that the crop was about to fail, the 
Food and Agriculture Organisation and 
the World Food Programme sent a four- 
man team to Ethiopia. It estimated that 
the country needed 600.000 tonnes of 


grain to make up its shortfall—300.000 
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words—1952 for get stuffed, 1958 for sod 
all—look suspiciously late), it is clear that 
the OED's supplements serve as an unin- 
tended and invaluable social history. 
Consider not only the recent additions to 
the English word-hoard quoted in the first 
paragraph but some surprisingly unrecent 
ones: soap opera (1939), young fogey 
(1909, though Sloane Ranger, 1975) and 
privatisation (1959). 

Such a list also gives an indication of 
the sheer serendipitous pleasure to be 
found from browsing in the OED. Curious 
that it should have been Sir Ian Gilmour 


(a leading Tory wer) who coined the term, 


non-event, or Charlotte Bronté who first 
wrote the combination Wild Wesr (in 
1849), or Joseph Conrad (in 1913) who 
first used prestigious in the once contro- 
versial sense of having high status. 

The debate over the OED’s social impli- 
cations will continue, just as the OED itself 
will. The publication of the last supple- 
ment marks a watershed in lexicography. 





tonnes less than Ethiopia thought it 
needed. 

Given the government's previous cries 
of wolf, this bureaucratic scepticism may 
seem understandable. What was unfor- 
givable was that the visitors then estimat- 
ed that Ethiopia's atrocious transport 
system could cope with only 125,000 
tonnes of food a year. As it turned out, 
900,000 tonnes were needed and Assab, 
the port which serves Addis Ababa, 
managed to cope with nearly three times 
as much food as the four-man team 
thought it could handle. 

Mr Gill also takes western govern- 
ments to task for being squeamish about 
giving aid to Marxist Ethiopia. Before 
the famine, their total aid per Ethiopian 
was only $6 a year, compared with $20 a 
head for the rest of black Africa. The 
official attitude was summed up by Mr 
Timothy Raison of Britain's Overseas 
Development Administration: “If peo- 
ple feel that more should bé spent, this is 
an area where they can do exactly what 
they feel, through our admirable volun- 
tary agencies.” 

Ethiopia, it is true, did not make the 
donors’ lives easy. Mr Dawit Wolde- 
Giorgis, then head of the country’s Re- 
lief and Rehabilitation Commission (and 
now himself a refugee from Ethiopia, 
though in comfortable circumstances), 
demanded aid rather than requested it. 
President Mengistu Haile Mariam con- 
sistently refused safe passage to relief 
convoys working within the rebellious 
and most starving provinces of Tigre and 
Eritrea. None of this should have mat- 
tered. Mr Gill draws a pointed contrast 
between America’s reluctance to give aid 
to Ethiopia—until public opinion forced 
it to—and its willingness, a few months 
later, to help out friendly Sudan. That 
seems a far cry from US AID’s motto that 
“a hungry child knows no politics.” 


—— M 





But it is by no means the last word— 
which, in the supplement, is given as 
Zyrian (a Soviet people and their lan- 
guage). The first entry under Z cites the 
word zzzzzzzzzzzzzzzzzzzzzzzz from the 
magazine Private Eye. Will even the high- 
tech “New OED” be able to beat that? 
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Not just kids’ stuff 


Comics are 
throwaways a 
academic to the porn 
France, and America’s West Coast 

Genera! Douglas MacArthur described 
Japan as a nation of 12-year-olds. He 
~ ~uld have done well to have invested in 

it judgment. Japanese comic books, for 
adults as well as for children, have be- 
come a Y300 billion-a-year ($1.8 billion) 
industry. Sales of ordinary books came to 
Y727 billion in 1985. And, while book 
sales grew by only 0.8% in volume last 
year, sales of comics grew by 10%. 

Called manga, Japanese comic books 

are different from the thin American 
comics starring Superman. They are fat. 
eusually paperback, books that look like 
the telephone directories of a small city. 
They are printed on rough, often grey or 
coloured, paper. The drawings are rarely 
detailed and have only a limited amount 
of text. With 300 pages or more, informa- 
tion comes in bulk rather than with preci- 
sion, Some are weekly magazines, the 
most popular of which boast circulations 
of 4m and upwards. 

There is no need to buy a specimen: 
every subway carriage contains several 

»ple reading manga. They read fanta- 

of every kind, sometimes with charac- 
ters that are an idealised version of the 
reader—ordinary office-workers, young 
women or men, children—or sometimes 
featuring Japanese stereotypes: samurai, 
martial artists, baseball players or Sumo 
wrestlers. 

Westerners who peep over the readers’ 
shoulders are shocked at what they see. 
Scenes of violence abound. So does ero- 
tica. Sexual scenes include violence to- 
wards women and bizarre acrobatics. De- 
spite this explicitness (even in comics for 
young teenagers), the same rules of cen- 
sorship apply to manga as to the other 
media in Japan: pubic hair is banned, as 
aré direct drawings of genitals. Japan is 
by no means a prudish country. but rules 
are obeyed. 

Cartoons have been part of Japanese 
art for centuries (remember the wood- 
block prints of Hokusai or Hiroshige); 
before 1940, they were an outlet for 
political diŝsent. But they entered the 
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TOKYO 


rowing up with their readers. Once they were flimsy 
ut Superman or Dan Dare; now, subjects range from the 
raphic. A look at three examples: from Japan, 


mass market only in the 1950s. Many 
explanations have been touted for their 
popularity in Japan: escape from a stress- 
ful society; cartoons as a natural exten- 
sion of ideograms in the Japanese lan- 
guage; an education system where 
cramming is the norm. 

Whatever the reason, they have crept 
on to television, too. Several hours of 
cartoons appear on most channels in the 
early evening. This does not mean that 
the rise of manga signals a decline in 
Japan's impressively high adult literacy 
rate (99%), despite the slow sales of 
books. But manga may reflect a trend 
towards the trivial and sensational: the 
other recent publishing success in Japan is 
the weekly pictorial magazine, of which 
Focus and Friday are the most notorious. 
As with the British tabloid press, it has 
become hard to sell a new magazine in 
Japan without sex. 


French comics 
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Uchida's teen-dreams... 


Trivial or not, manga provide a route to 
fame and fortune for young artists. One 
recent star is Miss Shungika Uchida, who 
dropped out of senior high school and 
took her exams by correspondence 
course. Now in her 20s, she plays in a jazz 
band and draws manga about and for the 
fantasies (often physical) of teenage girls. 
Her books regularly sell 100,000 copies 
and she is a television star. Not all Japa- 
nese are blue-suited sararimen. 





Tintin and the political intrigue 


In France, the comic has reached its 
zenith. Comic strips (or bandes dessinées, 
BDs for short) can be found everywhere, 
from literary bookshops to supermarkets. 
No longer are they cheap throwaway 
paperbacks but full-colour hardbacks 
which tackle themes like psychoanalysis, 
politics in communist countries and con- 
temporary French life. They have a 
made-in-France-only quality: comics are 
taken seriously enough for the head of 
State to dish out prizes to artists and 
authors. There is an annual Salon de la 
BD and, at this year’s conference, the then 
minister of culture, Mr Jack Lang, an- 
nounced to the estimated 180,000 visitors 
that a national institution dedicated to 
BDs will open in 1988. It is even possible 
to take courses in bandes dessinées at 
some universities. 

The growth of BDs—around 20m are 


PARIS 


sold annually, with 700 new titles and a 
turnover last year of FFr720m ($80m)— 
has been one of the most remarkable 
features of recent French cultural life. 
But the business is becoming the victim of 
its own success. Dargaud, the biggest 
publisher of BDs, reckons too many maga- 
zines and books are being churned out 
with little regard for the high quality that 
has hitherto distinguished them. Print 
runs are being reduced; some smaller 
publishers, which depend heavily on sales 
of BDs, are going out of business. The two 
best-selling BD magazines, “Charlie” and 
“Pilote”, have merged. But Mr Jean- 
Claude Lattés of Hachette demurs: the 
“malaise”, he thinks, will pass. 

The French have a long history of 
telling stories through pictures rather 
than just text. Until the end of the 
nineteenth century, the French language 
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was divided into a large number of local 
4 dialects, so comics made nationa} publica- 
be tion possible. In the nineteenth century, 
è too, these precursors of today’s BDs were 
used as a form of political propaganda. In 
“L’Eclatante Victoire“, the poet Rim- 
baud referred to Napoleon III's attempts 
to gain popularity by distributing cartoon 
strips depicting him in a heroic light. By 
= the 1880s, illustrated journals like Le Petit 
% Français carried “La Famille Fenouil- 
Ri lard”, a satirical strip-cartoon about a 
~~ bourgeois family from the provinces. 

. Some academics find the roots of BDs 
> even further back in French culture. Mr 
5 Michael Sadler, who runs a course in BD, 
‘ie compares modern French comics with 
. colles portages, stories told by means of a 
series of pictures that were the common 
ware of pedlars in the middle ages. 

The direct ancestor of today’s illustrat- 
ed stories, however, is Tintin, the sleuth- 
ing kid-reporter who first appeared, not 
in France, but in a Belgian newspaper 
= , supplement in 1929. When Tintin's cre- 

= ator, Hergé, died in 1983, the newspaper 
Libération paid tribute to him by com- 
menting on the week's political events 
through excerpts from Tintin books. 
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ue Cartoons, like jokes. do not seem to 
a travel well. A few have managed to leap 
national barriers: notably Charles 
` Schulz’s “Peanuts™. Jim Davis's fat and 
a sentimental cat “Garfield; and Garry 
Trudeau's **Doonesbury™. which amuses 
London's yuppies almost as much as it 
a does America’s. Britain has an export 
J success in Reg Smythe’s professionally 
a shiftless “Andy Capp”. 

S America’s hottest new cartoonist is a 
35-year-old resident of Seattle, Washing- 
ton, called Gary Larson, who draws in a 
different—which means weirder—vein. 
His cartoons ought to be a great success 
everywhere because his humour depends 
on two qualities that all humans share 
(though most are loth to recognise 
them): in their social relations people 
behave like animals: and people secretly 
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A walk on the Far Side 
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ae Brétécher’s middle-aged spread 


Tintin and Astérix, the diminutive first- 
century warrior who upholds Gallic pride 
while all about him is vanquished by 
Rome, took the comic book out of the 
realm of children’s literature. The comic 





think that it is pretty amusing when 
something bad happens to somebody 
else. 

Mr Larson has come a long way since 
he persuaded the San Francisco Chroni- 
cle in 1979 to syndicate his daily cartoon, 
“The Far Side’. Mr Larson. who keeps 
four pet snakes and a frog and draws at 
home under the watchful gaze of a 
mounted warthog head, now has an 
annual income in six figures. It comes 
from a daily cartoon. carried by more 
than 250 American newspapers, and 
from the five books (with total sales of 
more than 2m) in which his past cartoons 
have been collected, 

“The Far Side“ did not go down well 
at first. As the Chronicle's syndication 
manager put it. “The word ‘sick’ was 
used quite a lot.“ One reason is that 
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book became a forum—and a liveli- 
hood—for new talents whose tastes ran to 
current affairs, politics and polemics, his- 
tory and sentiment. Claire “Brétécher’s 
observations of contemporary mores have 
made her a household name in France. 
Jacques Tardi’s tales, based on mystery 
classics or his own stories, use spare, 
muted illustrations. F’Murr has a quirky, 
metaphysical humour, expressed in the 
antics of Alpine’ sheep or Afghan rebels 
arguing with God. The best of them 
merge stylishly drawn illustrations with 
gripping storylines, a sophisticated cross ° 
between pop art and pop literature. 
Throughout the 1950s, a generation of 
boys (girls’ magazines carried more do- 
mestic material) learned to read with tales 
of cowboys and pirates. Today's readers 
of comics, says Casterman’s Parisian di- 
rector Louis Gérard, “are young adu 
who in their childhood were steeped 
comics, and never shook off the virus”. 
The comics have grown up with the 
readers. As Mr Georges Wolinski, one of 
the BD artists inspired by English and 
American comic strips in the 1960s, says: 
“People’s eyes have been educated to 
read comics.” : 





humans, animals. plants and (every now 
and ¢ „noebas all exist on the same 
social plane in Mr Larson's cartoons. 
Cows or dinosaurs are as like" I 
mans to be standing around = »\.2 
conversation at a cocktail party. When 
species mix, the humans are not always 
at an advantage: “Well of course | did it 
in cold blood. you idiot!” says the irritat- 
ed alligator being examined in court by a 
dense human lawyer: “I'm a reptile.” 

Mr Larson is thought wicked not be- 
cause he often shows how silly are hu- 
man social rules by transplanting them 
into the animal kingdom, but because he 
sometimes shows that people are indif- 
ferent to. even amused by. others’ mis- 
fortunes. “You know.” remarks a lion, * 
looking up from a fresh antelope carcass, 
“I think I'd like a salad.” Well. it is not 
to everybody's taste. “The Far Side’s” 
biggest fans. it seems. are scientists and4 
18-to-34-vear-olds. 


Superfairness: 
Applications and Theory 


WILLIAM J. BAUMOL 


Baumol here tackles the theory of fairness 
or equity in micropolicy decisions and its 
applications to practical economic 
problems. 

June £19.95 Cloth 288pp 
0-262-02234-6 


Dollars, Debts and Deficits 
RUDIGER DORNBUSCH 


This collection of essays addresses most, 
if not all, of the key current policy issues in 
open economy macroeconomics. 
(Available in the UK only) 


July £19.95 Cloth 200pp 
0-262-04085-9 


Indexing, Inflation and 
Economic Policy 

STANLEY FISCHER 

This collection of essays supports the 
view that mainstream economics can 
contribute much to the analysis of policy 
issues and controversies. 


June £24.95 Cloth 504pp 
0-262-06098-1 


‘ITHE MIT PRESS 


126 Buckingham Palace Road London Sw1w9S0 


BNA INTERNATIONAL 





This 49-page special report analyses estate, and 
income lx considerations affecti transactions in US 
property. Two sections tor Torsion n 
particular aspects of tax epr: Aen for toreign barns 
nu gg proi ng 0 Corman investment in 
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INVESTMENT/USA 
Monthly $280/£150 per annum 
InvestmenU/USA is a monthly journal providing informa- 
tion about federal and state developments in the United 
States that are of special interest to forei n investors. 


affect ull text of new official oe 
WIDAR ie provided whee sppros riate. Pr i laa 
ment lists new foreign investments in the U 


To order: (A) 
To: BNA. International, 17 Dartmouth Street. 
London SWIH 98L, England, call 01-222 


US Tax Aspects of Structuring Foreign investments in 


money order for 


O Year's subscription to investmenVUSA. | ay 
cheque/money order tor ($280) £150, payable fo BN 
international 

Name 


Address 
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In US, call tolt-free (800) 372-1033 
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strategy and performance analysis 


ITALIAN 
STOCK FILE 


Databank, the leading Italian business in- 
formation supplier, has now available to 
UK customers profiles of the top 40 
companies quoted on the Milan Stock 
Exchange. 


Contents include: 


— general data 
— business activities 
— Shares outstanding 


— high/low, number and 
turnover values 


— per share ratios 

— latest capital increases 

— consolidated balance sheet 
— consolidated profit and loss 


For more information, contact: 


Databank Limited, London House, 
Old Court Place, 26/40 Kensi on 
High Street, London W8 4 


Telephone: 01-938 1001 Telex 22861 





EUroOprospects 






Italy S 
Main 
Companies 






in Moly net profits doubled in 1985 ond ore set to rise 
morkedly Mis year, The country experiences a remorkabie 
degree of social ond political consensus and Italian companies 
are likely to play on increasing Intemational role This report 
exomines lialy’s forty jeoding industria! companies. with, for 
soch company. comments on recent developments and 
Outlook. stondardised five-year occounts. equity. copita! 
operations, dividends. control, subsidiaries. directors. share 
prices. N covers Aeritolia. Agip Petroli, Alfo Romeo, Alltatio, 
Ansaldo, Autostrade. Barilio. Buitoni, Burgo, Cogetar, Daimine 
Eridonia. Formitolio. FIAT, Franco Tosi, GFT, itolcobie, 
Holcement. Itolimpionti. Noirel, Lo Metolli, La Rinascente. 

















Pioggio, Pirelli, RAI. SGS, SIP. SME, SNAM. SNIA BPD 
Price £ 18.50 +1 for postoge outside UK. 








Please send ..... copies of Italy's Main Companies. 
lenciose o £ cheque. payabie to Europrospects Ltd 
Nome 


Address 








To: Europrospects Lid. 38 Mount Pleasant. London WC) OAP 
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TheEconomist 
Intelligence Unit 


REPORTS FOR MANAGEMENT 


Motivating 
Ma ent 


REWARDING EXECUTIVES WITH CASH 
OR SHARES 









Share option plans for mana are now booming 
on both sides of the Ati with UK companies 
encouraged new tax sali to follow the well- 
established practice. This , aip: analyses the 
benefit packages offered to ex and assesses 
real ee from both the individual and the corporate 
viewpoi 

Special Report No. 1053. Price inc. poster: UK & Europe £85; 
North America US$155; Rest of World £88 


Non-Executive 
Directors 


THEIR CHANGING ROLE ON UK BOARDS 

Why should a company have non-executive directors? 
This Special rt examines the reasons companies 
give for appointing them, who are, what do 
and how much they are paid. Case throw 

on non-executives in action, at a time when there is 
increasing pressure for UK boards to follow the US 
pattern and increase non-executive powers and 
numbers. 

Special Report No. 244. Price inc. postage: UK & Europe £60; 
North America US$120; Rest of World £63 


Management 
Accounting Reports 


Guides the non-technical businessman through oP 


rocess of using and applying a model to 
lexible accounting reports opt Hr i on 
isk for com machine for 
Framework and Smart. ; 


Special Report No. 233. Price inc. postage: UK & Europe £55; 
North America US$100; Rest of World £58. Discs, 1 model £35 
(US$65), 2 models £45 (US$80), 3 models £50 (US$90). 


The Personal 
Pensions Revolution 


ns UPDATED 1986 EDITION 
government's pension proposals have now been 
party mod modified to retain Serps, but nevertheless half 
future costs of providing pensions is being shifted 
to the e sector. This Report, updated to 
April 1986, explains how personal pensions work and 
what their effect will be on existin schemes; it looks at 
the contract, the market, provi and sellers, and 
assesses the future in the light of the US experience. 
Special Report No. 210. Price inc. postage: UK & Europe £85: 
North America US$155; Rest of Worid £88. 
Reg Office: 25 St James's Street, London SWIA 1HG. Reg No. 1775671 
PLEASE SEND: 
| O Motivating Management. Special No. 1053 
| O Non-Executive Directors. Special No. 244 
| O Management Accounting Reports. Special No. 233 


| O The Personal Pensions Revolution (Updated). Special No. 
210 


E Full detalis of the current range of EIU publications 
O | enclose payment of £/USS .. 


Oe. " Mathating Department (EMO 
London: 40 Duke Street sik 10 Rocketelier Plaza 
| London WIA 10W UK New York, NY 10020 USA 
Tel: 01-493 6711 Tet: (212) 541 5730 
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APPOINTMENTS 





€  CUTTHIS OUT and ~M 


_ ENJOY LEARNING FRENCH 
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Whether you need French for business purposes or to get the most 
out of your holidays abroad, living the language is the only way to 
learn it properly. 
Ceran is a chateau in the beautiful countryside of the Belgian 
Ardennes, near the town of Spa, where you live and learn in French. 
Small groups and private lessons, plus language laboratory, with 
tailor-made programmes for individual needs, ensure real progress. 
We provide good accommodation, good food, good company, good 
facilities for sports and exercise - and good teachers. Come and 
learn, and enjoy yourself. 
We teach embassies and companies, EEC and SHAPE, groups and 
individuals. And there are special terms if you bring the family. 
For complete documentation, cut out and send this coupon. 
| am interested in courses for: 

D Adults O Young People 


O Private O Business 


NAME 
ADDRESS 





180, Avenue du Chateau, Nivezė, B-4880 Spa 
Belgium, Tel.: 010-32-87-77 39 1 6. Telex 49650. 





LATEST FORECASTING METHODS 


HELP IMPROVE PERFORMANCE 


in Paris, June 15-18th 
at the Montparnasse Park Hotel 


for. .. decision makers, forecasters, researchers 
in. .. business, government and universities 


@ learn the latest techniques and trends from internationally 
acclaimed experts @ meet forecasters and decision-makers 
from around the globe @ 10 Keynote speakers @ 7 feature 
speakers @ 9 panels @ over 200 presentations 

è Telecommunications and High Technology Emphasis 

@ Exhibits on Computer Software Support and Expert Systems 


KEYNOTE SPEAKERS include 
Hubert Curien — Ex-Minister of Research and Technology — Scientific 
Policies and Forecasting 
Edmond Malinvaud — INSEE — Analysis & Forecasting: their Respective Roles 
Robert Winkler — Duke University — Predictive Intervals in Forecasting 
Stephen McNees — Federal Reserve Bank — Macroeconomic Forecasting: Art, 
Science or Both? 
Scott Armstrong — U. of Pennsylvania — Research and its Implications for 
Forecasting 
Pierre Aigrain — Ex-Minister of Research and Technology, Thomson S.A. 
Technology Innovations 
Estela Bee Dagum — Statistics Canada — Seasonal Adjustment for Forecasting 


PANELS inciude Deroeck from General Motors on Planning and Strategy and 
Lagae from Hewlett Packard on High Technology Products. 
— Ss 
NSE 


4 
i 
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7 
To participate contact: Spyros Makridakis, INSEAD, Bivd. de Constance. 

77305 Fontainebleau, France, Tel: 1-60-72-4236, Telex: 690389F 

R. Fildes, Manchester Business School, M15 6PB. Tel: 061-273 8228, Telex: 668354 


The Sixth Internationa! Symposium on Forecasting 
sponsored by the 
international institute of Forecasters and INSEAD 
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UNIVERSITY DEGREE 


For Life, Academic & Work Experience 
Degrees for people who want to be more effective and 
secure in their Jobs or Professions. 


Our graduates are recognized 
industry. We will assist you in completing your degree requirements 
without formal classes or seminars at your Own pace and me. 


Send detailed résumé on work life and academic expenence for a no 
cos! evaluation 


PACIFIC WESTERN UNIVERSITY 


600 N Sepulveda Bivd, Los Angeles, California 90049—Dept 137—USA 
























id, $9 Heidelberg, Strasbourg. 


Schiller 


o o a 
International University 
Associate, Bachelor & Master degrees in 
BUSINESS ADMINISTRATION-HOTEL MANAGEMENT, 
LAW/PUBLIC ADMINISTRATION-INTERNATIONAL RELATIONS. 
Computer Studies, Pre-Eng/Pre-Med, Art, French, Spanish, German, 
English, College Prep. Courses. Language of instruction-English. 
@inter campus and US transfer. @BBA & MBA evening classes in London, Paris & Heidelberg. 


Schiller International University 
Dept D3, 51-55 Waterloo Road, London SE1 8TX Tel:(01)928 8484 
Telex: 8812438 SCOL G. Accredited AICS, Washington DC, USA 








UNIVERSITY 
BUSINESS SCHOOL 


Evening MBA Programme 


ARE YOU SEEKING TO CONSOLIDATE 
AN ALREADY SUCCESSFUL CAREER? 


Our two year Evening MBA is designed for up 
and coming managers like you, especially in thé 
City and Financial Institutions. We aim to 
stimulate strategic thinking, so vital to under- 
standing changes in the City and industry, and 
many leading institutions sponsor their staff. 


The high intellectual demands require a candi- 
date to have at least a good second class honours 
degree or its equivalent. 


Our next intake is in September 1986 and for our 
prospectus please contact: The Evening MBA 
Admissions officer, City University Business 
School, Frobisher Crescent, Barbican Centre, 
London EC2Y 8HB, telephone 01-920 O11, ext 
238. ile 
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National InStitute of 

< Economic and Social 
Research 
Research officer is required for Mr S J 
Prais’s team studying ivity, vo- 


a Master's degree in economics and a 
working knowledge of French and 


Trent Polytechnic 
Jepartment of Business and 
Management Studies 
RESEARCH ASSISTANT/ 
DEMONSTRATOR IN EUROPEAN 
SINESS RESEARCH 
324-£7,122 per annum pay award 
pending) 


Applications are invited from graduates 
with a good honours degree in eco- 
nomics, management, business of in- 


The successful candicate would be 
expected to register for a higher 


SSS 
SSS 


.STUDENTSHIPS 


ESRC RESEARCH LINKED PhD 
Studentship in Economics 

Topic: Exchange Rate Regimes in a 
Multicountry Environment. Further par- 
ticulars: Secretary 








iversity of Durham 
Business School 
- ESRC CASS STUDENTSHIP 
Management Strategy, 
industrial Relations and 
Organisational 
The*School and the Co-operative Bank 
pic invite applications for this Economic 
and Social Research Council Collabo- 


rative Award in the Social Sciences, to 
Start in October 1986. 


personnel management strategies, in 
the context of deregulation and a fast- 
growing clearing bank. 

Further particulars are available from 
Dr Greg Bamber, DUBS, Durham DH1 
3LB to whom ap ns should be 
Sent not lates than 17 June 1986. 
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The City University 

Department of Social Science & 
manities 

SENIOR RESEARCH FELLOW OR 


LECTURER IN COMMUNICATIONS 
POLICY STUDIES 


| Applications are invited for a temporary 


post in Communications Policy. The 
appointee will be expected to contrib- 
ute to the research programme of the 
Communications Policy Centre and to 
assist in teaching the recently launched 
MA in Communications Policy Studies. 
The appointment will be made at Se- 
nior Research Fellow or Lecturer level 
and the balance between research and 
teaching duties will vary accordingly. 
The appointment will be for three years 
in the first instance. 


The Communications Policy Centre 
has interests in telecommunications, 
mass media and information technol- 


interdisciplinary, social science orienta- 
tion and applications will be considered 
from those with a background in any 
social science; those with expertise in 
economics, law or communications re- 
search methods may be given 
preference. 


Salary: Lecturer £9,317-£16,997 per 

annum inclusive (under review). Senior 
Fellow £16,167-£19,922 per 

annum sive (under review). 


For further details and an application 
form, please write to The Academic 
Registrar's Office, The City University, 
Northampton Square, London EC1V 
OHB, or telephone 01-253 4399, exten- 
sion 3037. 

| date 6 June 1986. 














Economist and 


Research Officer | 


circa £10,500 


FTA is the fifth largest trade association in the country and 
represents the transport interests of trade and industry, 
from the largest multi-nationals to small local businesses. 


In the transport sector the quality and effectiveness of | — 
FTA's work on behalf of its members is second to none i ig 


and we now need a bright young professional economist 


influence. 


Directorate based at Tunbridge Wells headquarters. 
involve briefing and reporting to senior FTA staff 


to use his or her skills to expand and develop our policy | 


This is a new post in the Planning and Information | 


it will | 


leading transport businessmen. The successful applicant | _ 
will most likely be 25 to 30 years old with arelevant degree | 


and some experience working in an industrial or 
environment. Good communication skills are vital. 


ere le 

Li 
cy | 
iE 


Applications should be made in writing with full curriculum ) = 


vitae, marked confidential, to: 


Richard Turner, Director of Planning and Information 
jra te Transport Association, Hermes House 
St John’s Road, Tunbridge Wells, Kent TN4 9UZ 


COMPANY RESCUES | 


MANAGER 





Botswana Development Corporation Ltd (BDC)'s 
objectives are to create and assist the development 


in Botswana of commercially and economically 


viable businesses. BDC, owned by the Government 


of Botswana, has investments in most sectors of 


the 


economy and has a net worth of Pula 26 million 


(US$15.6m). 


BDC wishes to recruit a Senior Executive to 
specialise in the provision of assistance to 
enterprises encountering financial difficulties. 


Where essentially sound projects are saved from 


liquidation a contribution can be made to 
Botswana’s development. 


Candidates should have experience of company 


rescues and an accountancy qualification or MBA. 


The initial contract will be for two-three years. 


Applications (stating present and expected salary) to: 


Personnel and Administrative Officer 
Botswana Development Corporation Ltd 
PO Box 438 

Gaborone 

Botswana 


i fj etermediate DEVELOPMENT 
zi TOA ECONOMISTS 


| The intermediate Technology Development Group spe- 
_ | cialises in the development and introduction of technol- 
| ogies and techniques appropriate for the rural poor in the 
j ird World. We require two Development Economists. 
One post is in the Operations Division as part of a small 
| team which helps to identify, design, implement and 
| evaluate food production projects in developing countries. 
The second post is in the Policy Planning Unit which 
prepares strategic overviews of ITDG's work and investi- 
=) ates the policy and institutional aspects of appropriate 
| technology. 
| Both posts call for a first degree in economics, and 
| preferably a post-graduate qualification in development or 
_ | agricultural economics. Applicants must also have at least 
| three years’ relevant overseas experience, preferably 
| working in rural development. 
, = The posts are based at the Group's Headquarters in 
eee with frequent overseas visits. Salary around 
| £11,500. 
| Send cv for full details to Mr A. Mallett, Administrator, 
_ Intermediate Technol Development Group Limited, 
_ Myson House, Railway Terrace, Rugby CV21 3HT. 
















































































| PRINCIPAL ECONOMIC 
_ |. DEVELOPMENT OFFICER 
3 (FINANCE) 


Salary £13,308-£14,385 


We are looking for a qualified professional to cedar this 
key new role in our expanded Industrial Promotion Unit to 
advise on and promote the take-up of all sources of 
financial assistance for economic development which are 
available to local authorities and businesses in Warwick- 
shire. The person. nted will have a sound working 
knowledge and experience of EEC funding programmes 
and ernment aid schemes, be able to communicate 
effectively at senior levels in the business community and 
public service and give practical help in using schemes of 


ce. 

He/she is likely to have had several years working in an 
economic development agency or other organisation deal- 
ing with this area of activity. 

For further details and application forms, telephone 
0926 493431, ext 2527 or write to the Director of 
Planning and Transportation, Shire Hall, Warwick. 
Closing date June 18 1986. 


Warwickshire | 
County Council 











AGRICULTURAL CONSULTANTS 


Limited (AACM), of 
Australian Agricultural Consulting and van aw Mh Mao s ( Pre 


Australia’s agricultural and rural 
cxenence. prolessionais who are inte in both short- and long-term consulting 
opportunities in the developing country regions of the world. 

to 


individuals with a proven record in developing 
under pressure as a team member, and 
are aiso of interest. 


The Com is seeking persons for a wide range of the Company's services, in particular 
specialists in the following areas of expertise: 
Regional i 


aden hy, ape e 


interested individuals should write to the undermentioned, including a fully detailed and up-to- 
date cv, names and addresses of three references, and detailing any country or assignment 


The Director, 
AACH Go PIY Limited, 
13 Grenfell 


AOR, Seer Aaralan, SOs 





SENIOR 
BUSINESS EDITOR 


The Macmillan Press is expanding its business and 
financial information publishing programme. The list in- 
cludes a number of well known reference works and 
directories for the professional, business, and industrial 
markets and is to be further developed through the 
commissioning of carefully targeted titles for sale by direct 
marketing and through the book trade. 


We are looking for a first class senior business editor to 
lead the programme. Candidates should have relevant 
editorial publishing experience. They should have the 
ability to commission and negotiate with authors andy 
institutions and to motivate their marketing and production 
colleagues. 


This is an excellent opportunity for the right candidate to 
broaden his/her experience in a large and dynamic 
privately owned business. The salary will reflect the 
importance of the job to us and the successful candidate's 
experience. 


Please apply in writing with full curriculum vitae to: 


Sheilagh Browne 
Personnel Manager 
Macmillan Press Ltd 
4 Little Essex Street 

London WC2R 3LF 











COURSES 





INTERNATIONAL UNIVERSITY offers 
g external Degrees. Full credits for life/ 
career experience. Dept E, Neil Gibson 
& Co., Sudbury, Suffolk CO10 6DW, 
England 


ing the 


exams? 


We CAN help 


Write to: 
Graduate Tutoriais, GTAC Associates, 
FREEPOST, London W5 45R. 
Tel: 01-993 3983 


The intensive way and in real im- 
ragga This means living in one of 
panos asinine ben regions of 

really becoming 


programme on the French Rivi- 
seul See ene, goal ievel and time 
available. 


The French and American Study 
Center, BP 176, LISIEUX 14104 Ce- 
dex—FRANCE. Tel: 31.31.22.01. 























College Credit for Work Experience 
Engineering >œ 
Earn a bachelor, master, doctoral degree. Guided 
Independent Study. One-on-one facu 


No classes * seminars « res 
for no-cost Evaluation + Catalog 


ME 


University of Wales 





BUSINESS AND 
ECONOMICS 


MSc ECON IN 
INTERNATIONAL 
ECONOMICS AND BANKING 


Applications are invited for this one- 
hued taught course commencing in 
ctober 1986. 


Students follow courses in: 
International Banking; 
International Trade: 
International finance and 
Development Economics 
and prepare a dissertation 
Application forms are available from: 


The Assistant Registrar, Academic 
corer: UWIST, Box 68, Cardiff 
CF j 












Education 


advisors. 
ncy. Call 


(21 ‘ais 278-1094 


(or German, French, Arabic and others) 
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, ‘Textile Outlook 
International 7 


Essential business and market analysis for the world’s fibre, textile and 
apparel industries, A year's subscription will bring you reports on: 
> profiles of the world's major textile companies > consumer market research data 


> progress reports on MFA renegotiations > locations of current and future investment 


The latest issue includes: 


S| vm nM IDiqN INDIAN 
XG SG MIMI 


è Man-made fibres- where is capacity growth taking place and who are the 
major suppliers? h 
% > French textiles and clothing — a renewed force, poised to attack the Y 
A developed world’s export markets? A 
Y P The rise and rise of the Mediterranean Associates — how Turkey, Portugal, Y 
Y Spain and four others have become leading textile suppliers to the A 
Y European Community. h, 
Z Subscribe now! Your competitors in 50 countries are already doing so! f 
f, [C] Please enter an annual subscription (6 issues) to Textile Outlook International f 
Price including postage: [C] UK £198 [ ] Europe £201 [C] North America US$384 Y 
[C] Rest of World £211 % 
C] lenclose a cheque for to The Economist Publications Limited g 
Cj Please i invoice me A 
ers 2 G 
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Return to Marketing Department (EMM) 10 Rockefeller Plaza 
The Economist Publications Limited New York, NY 10021 aa 
40 Duke Street, London WIA IDW, UK USA 
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International Travel and Tourism: 
A $500 Billion Megamarket 


To compete for your share of the market, 
you need to be informed with 





Li 


like a diplomat! 


"| at sort ot poopie nova so ieam » “ro onen. susr cur mus ao na | | | TRAVEL & TOURISM ANALYST 


< and it with your name and padoto 
possible? Foreign service oa OA f 
, that's who. You can learn the charge it to your credit card (American 
by Express, VISA, Access, Diners Club) by 
foruse enclosing card number, expiration date, 

BASIC and your signature 
O Volume l: Basic. 12 cassettes (16 hr) 


instructors manual. 464-page text 
£99.50 (or $150 US) 


Travel & Tourism Analyst: a unique new source of business information on the 
international travel and tourism wep pees essential analysis for all those 
planning investment and strategy around the world. Each month Travel & Tourism 
Analyst contains four research industry reports. Those published include: 


> Inreoma ote! ch tapos Asha wl ger ot 


The basic Spanish Course consists of a > Internahonal hotel 


set of audio cassettes and accompanying [ Volume Il: Intermediate. 8 cassettes > Forecasts of intro-European air aaja ador Fan 
text books: you simply follow the written 12 hr). Instructor's manual 614- 
and recorded instructions. With the FSI's MAine aa Roly ie eh > US tour operator industry—surviving bei ing compile and costs 


page text. £89.50 (or $132 US) 

All prices are inclusive 

For shipment outside Europe. 

please include £10 (or $15 US) 

additional postage 

Many other FSI language courses also 
available. Write to us for free catalogue 


unique learning method you set your 
own pace — testing yourself, correcting 
errors, and reinforcing accurate respon- 
ses. It is, we believe, the best course 
available to teach you a comprehensive 
knowledge of Spanish. 

The FSI's introductory Basic Spanish 
omes in two parts. Vol. | provides an 


Future studies include: West Germany outbound; Budget hotels in the USA; 
Conference travel in Europe; The “mature” travel market in the USA; Long haul 
travel from Europe to the Caribbean; Impact of oil prices on air travel. 
= á- á- á- ee ee ee ee -T ee ee ee ee ee - 
[C] Please enter an annual subscription (12 issues) to Travel & Tourism Analyst 

Prices including postage: [—} £195 UK [_] US$295 North America [ ] £199 Rest of World 


mMroduction to the simpler orms of the lose a cheque f to The Economist Publications Ltd, [] Please invoice me 
language and a basic vocabulary. Vol. il id arcadura ao T sah z 
introduces more complex structures and Name 


additional vocabulary 
You may order one or both courses. 


I 
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Company Si | 
Address I 
Return to Marketing Dept (EM I 
i 
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The Economist Publications tad 40 Duke S1, London WIA IDW, UK 
Registered in London No. 1775671 
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Registered Office: 25 St James's Street, London SWLA IHG PUBLICATIONS 
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FURNISHED LETTINGS SW London, 
Surrey, Berkshire. Contact MAYS, Ox- 
shott (037 284) 3811. Telex 8955112. 













TOWER OF LONDON 


Two luxury furnished apartments for corporate executive let. One minute 
City, highly secure, first class views of river, garage and cleaning service. 
Two bedrooms, one bathroom, fully fitted kitchen and balcony. £350 per 
week. One bedroom, two bathrooms, fully fitted kitchen. £300 per week. 


HOTEL NUMBER EIGHT 


a small luxury hotel in London's 
Nest End 
excellence in comfort & service 


Single bedroom £33 plus vat Overseas inquiries considered. 
Papen ae ING SA fae Ye Want an apartment in Telephone 01-232 1979 or 0582 26822 or Box 3478, The 
* sumptuous buffet breakfast * col- London this summer? Economist Newspaper Ltd, 25 St James's Street, London 


our tv, radio * direct dial telephone * 
hair dryers * tea/coffee/chocolate in 
bedroom * most rooms with private 
facilities 


SW1A 1HT. 


In the heart of Belgravia, a large 
south-facing ground-floor flat is 





available for rent immediately for 2- 






flat, and impeccable references are 
acre No agents. Rent £500 a 
week. 


Please contact the Executive Edi- 
tor’s secretary at The Economist on 
01-839 7000. 


US IMMIGRATION 


QUALIFY FOR US RESIDENCE 

via a creatively structured ‘Business 
Investment’ programme. $10,000 in- 
vestment will return 18% guaranteed 
dividend. Minimum units $2,000. Re- 
tail and Service Businesses for sale 
from $75,000. UK's longest estab- 
lished US Business/immigration com- 
pany. Detailed brochures. 


British American Consultants Inc, 
1665 Palm Beach Lakes Bivd, 
West Paim Beach, 
Florida 33401, 


USA. 
Tel: 305 689 8998. Telex: 466 740. 


ECONOMIST 


For information about 


Elizabeth Harvey-Lloyd 
The Economist Newspaper Ltd 
25 St James's Street 
London SW1A 1HG 
Telephone: 01-839 7000 
Telex: 24344 ECON G 


or 
Margaret Medlock 
The Economist Newspaper Ltd 
10 Rockefeller Plaza 
New York, NY 10020 
Telephone: 212 841 5730 
Telex: 148393 


SPITFIRE Mk T9 


(2-SEATER) 


We can offer full sponsorship for one of the very few Spitfires 
celebrating its 50th anniversary year. 





Tremendous advertising opportunity—plus a unique opportunity 
to fly a Spitfire. 
Serious Principals only. Write or telephone: 
Tangmere Flight, Tidemark, Spinney Lane 
Itchenor, Sussex PO20 7DJ 
Tel: 0243 513158 


So you want 
to Learn to 
S 


Fly? 
LEARN AT ANY OF OUR 


FOUR SCHOOLS AROUND LONDON 
Denham School of Flying 


Uxbridge. Middlesex 


ma 


bz LL 


*London School of Flying 


Fictree Aerodrome Hertfordshire 


eBlackbushe School of Flying 


Camberley, Surrey 


è Biggin Hill School of Flying 


Biggin Hill Airport, Kent 


Ring anytime to receive our FRE! 
Colour Brochure and Audio Cassette 














Courses for Businessmen 


Arabic: 7-11 July, 1986 

Caters for beginners working in small 
groups with audio-visual facilities. Con- 
centrates upon the spoken language 
but with an introduction to the written 
form. Longer courses are available on 
request. 


Japanese: 7-11 July, 1986 

Assumes no previous knowledge and 
concentrates on the spoken language 
in a variety of common situations. 
Groups will not exceed 10 students. 


Chinese (Mandarin): 7-11 July, 1986 

A short intensive course in elementary 
spoken Chinese (Putonghua/Manda- 
rin) designed for businessmen and oth- 
eres with no previous knowledge of the 


12 weeks. Ideal for bachelor or | | COURSES 
HOTEL NUMBER EIGHT, couple: bedroom, kitchen, bath- 
or'e Gate room, living room, all large. This is 
a private, well-furnished, attractive intensive Language language 


Chinese (Cantonese); 14-18 July, 1986 
Content and method will be similar to 
those of the Mandarin Course. 


In addition to these scheduled courses, 
language tuition and briefing can ~~ 
tailored to the needs of individual © 
panies, with regard to any of the m.. 
languages or areas of Asia and Africa. 
Translation and consultancy is also 
undertaken by recognised experts in 
their fields. 


Enquiries and applications to: Lt Col P. 
A. Whitaker, Organiser (Languages 
and Briefings) External Services Divi- 
sion, School of Oriental and African 
Studies, University of London, Malet 
Street, London WC1E 7HP. Telephone 
01-637 2388, ext 590/579. 








CONFERENCE 


MANCHESTER BUSINESS SCHOOL & 
THE STRATEGIC MANAGEMENT SOCIETY 


NEW STRATEGIES 





SERVICES SECTOR 





LONDON, 11-13 JUNE, 1986 
Technology, pep ages and globalisation are revolutionising the financial services sect 


The objective of 
academicians to analyse 


responses and to speculate on future trends, A distinguished 


s conference is to provide a forum of practitioners, consultants and 
these forces, to exchange views On appropriate strategic 


nel of more than forty 


experts has been brought together to lead the discussions, including 


Sir Kenneth Berrill 
Chairman, 

Securities & investment Board 
Mike Blackburn 

Chief Executive, 

Joint Credit Card Co. 
Michael Bliss 

Chief Executive, 

Fraser Financial Services Ltd. 
Derek Channon 
Professor of Marketing, 
Manchester Business | 


ene I, 
Prudential Corporation pic 


lan dapi Davidson 

Former Deputy Chairman & Chief Executive, 
Lioyds of London 

David Gilchrist 

General Manager, Strategic Planning 

Halifax Building Society 

Trevor Nicholas 

General Manager, Resources, 

Barclays Bank pic “jf 
Andreas Prindi . 
tet Director, 

Nomura International Ltd 

Maicolm Williamson 

Chief Executive, 

National Girobank pic 


The fee for the Conference is £450 (SMS members), £475 (non-SMS members). For 
further details please contact Jenifer Piesse, Internationa 


Ban 
Booth Street West, nahet 


PHONE NOW ON OUR 01 953 0621 M 
P4hr PHONE LINI A Ra 





Centre, Manchester-Business School, 
M15 6PB. Tel: 061-273 8228, ext 144. Telex: 668354 MBS G.. 
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TERNATIONAL PROPERTY 








EXCLUSIVE LONDON 
RESIDENCE 
REGENTS PARK 
LONDON NW1 


A ificent and elegant interior de- 
signed residence constructed by the 
















di overlooking London's most 
pees Regents Park. 


plendi le Entrance Hall and Di 
| Montreux-Geneva Lake rag ak Drang Room, Sady LL 
APARTHOTEL BONIVARD ee naan Oran., bra skye 
rooms, two further Bathrooms, two 
Staff Rooms, Kitchen and Bathroom, 
raest pet Heated Swim- 


, Front and Rear Gardens 
Estate 99 year lease. £1.5 























For sale—luxurious apartments, from 
1 to 5 rooms, over-looking the prettiest 
part of Geneva Lake. Prices: SFr 


123,000 including equipment and 
furniture. 


60% mortgage av. at 64% int. sale to 
foreigners. 


Agence Romande Immobilière SA 
GAL Benjamin-Constant 1 
1002 Lausanne, Switzerland 
Tel: 21-20.70.11 
Telex: 25873 aril ch 






5 
Crown 
million. 


















LASSMANS 
01-409 2020 


LAND FOR SALE 


Beautiful beach-side plots, far from 
urban pressures, in all-year-round 

! sunshine. Also agricultural and de- 
SWITZERLAND land. 


velopment Completely 
ALPE DES CHAUX NEAR VILLARS Suction | Full title with set fare 
| opportunity. 


APARTMENTS 
In spectacular seaside location. 


Living room with open fireplace, 3 
ahri Aang 2 bathrooms, shower 















...- ae | . 


! Punta 
Own your own home at breath- Este, Uruguay. Price: US$45,000. 
taking L'Alpe des Chaux, 
with commanding views of the 
Alps, skiing to your door, only 
90 minutes from Geneva. Fee 
simple ownership. Financial and 
social privacy assured. Chalets 
from SF620,000 ro SF890,000. 
Apartments also available from 
SF355,000 ro SF480,000, 
Financing at 612%, Also luxury 
“property in Davos, Switzerland 


The Harbor Group, Ltd. 
4000 Westerly PI., Suite 195C 





RESIDENTIAL PLOTS 


Fully serviced rural plots, 100 me- 
tres from the sea, with full planning 
permission. Also plots 


AGRICULTURAL LAND 
Free from A = for 
isc o forest Boveri 


New Beach, Ca. 92660 forestry. 
rey agricultural financial support 
714-851-195] available. 
Alpe des Chaux SI Details from: 
CH. 1882 Gryon, Switzerland l 
: G. Bori Eppler, 19 Academy 








The closer you look at property 
the more yousee 


8ST. QUINTIN-CHARTERED SURVEYORS-CITY OFFICE TELE PHON E:01-236 4040 TELEX 8812619 




























PARIS FURNISHED APARTMENT, 
one room to penthouse, weekly or 
monthly rate. No agency fee. PAA 9, 
rue Ursulines, 75005 Paris. Tel: 43- 
253509 or 43-293883. 





SWITZERLAND 























SWITZERLAND 


LAKE GENEVA or MOUNTAIN RESORTS 

Foreigners can buy lovely apartments or chalets with magnificent views. 

MONTREUX, VILLARS, VERBIER, LES DIABLE | 
GSTAAD, LEYSIN. Prices from SFR 123,000. Monsei ip eben a sc bare 


GLOBE PLAN S.A. Av. 24 Tel. (21) 2235 12 
Visits welcomed rley bie Lasuanne 20 89 97 
also weekends Switzerland Tix. 25185 melis ch 























SWITZERLAND ra 
Sale to foreigners authorized 
Buy your STUDIO, APARTMENT or CHALET on LAKE GENEVA, MONTREUX 
or in one of these prestigious summer and winter-ski resorts: CRANS-MONTANA, 
VILLARS, LES DIABLERETS, CHATEAU-D’OEX/GSTAAD & JURA 
from Sfr. 110'000.- 60% credit at 6'/2% interest for 5/20 years. 






REVAC S.A. ley ag Ta. 41-227941640 
BUSINESS OPPORTUNITY 


A UNIQUE INVESTMENT OPPORTUNITY 
COMMODITY FUTURES TRADING WITHOUT PRINCIPAL RISK 
An exclusive opportunity to participate in Charles W. Wilson's trading 
success, 50% cumulative return for last 4 years (audited). 

SECURED TRADING LTD offshore Cayman Istands shares fund. Join the 
many investors who ure discovering how to engage in the speculative 
trading of commodity futures and to own interest payments stripped from 
US Treasury Bonds to avoid principal risk, 


For your free prospectus call 44 | 488 3232 
or mail the coupon below, today. 













Offer not for US or UK residents 


I want to speculate in commodity futures trading without principal risk. ~ 
please send prospectus to: 







See ee eee See ee Tee eee eee eeeese ee b ese esses seanevrnteteeeneever ou 
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ce eee ere HP Hee e EENET T SUTER GeesetCaseese eo setweeteseeeseve eet 






COMMEY:.« 0: 5:50, edn vey eascawaerent 


ee ee ee ee ee | 


Mail coupon to: Randell Securities Inc, Sth Floor, Europe House, World A za 
Trade Centre, East Smithfield, London El 9AA, England. Telex: 887438. M. 








III 





BUSINESS & PERSONAL 


HANDWRITING ANALYSIS 


Suspect Documents: Examiner of Forged/ 
Anonymous writing. 


Also Personnel Character Assessment. 
P. Lavell 
9 Village Close, London NW3 5AH. 
Tel: 01-794 6060. 
EMIGRATION TO 
THE UK 


Permanent resident status can be 
available for businessmen who are 
to work and invest in the UK. 






BEAT DJI BY 300% 


$1 Million Has Grown To Over 
$22 Million With Income & Profits 
Reinvested 1973-1985 


after commissions without leverage 
or market timing. Advice on Under- 
valued Growth Stocks. Minimum 
portfolio $50,000. 


Write or call 
Edwin Hargitt & Company SA 
Avenue de Savoie 10, Suite 3 
CH-1003 Lausanne, Switzerland 
Tel: +41 21 200971, Tix: 24681 








CUT THE COST OF 
YOUR STAY IN LONDON 


Suit 1-2 persons. Brochure by airmail. 


Service Apartments 
Gardens, LONDON SW7 
Tel: 01-584 4123 Telex 261261 Globe G 


45 Ennismore 





KNIGHTSBRIDGE 
GREEN HOTEL 


A small family owned and run hotel close to 
Harrods. Excellent accommodation—mainly 
in suites—from £48 per night plus VAT 
English or Continental breakfast to order. 












For reservations, telephone 01-584 6274 
or write to: 159 Knightsbridge, London 
SWIX 7PD. 





NORTH AMERICAN 
INTRODUCTIONS 


Main Rd, Portsmouth, 
Telex: 510-100-5175. 











NO RISK - 


FINANCIAL PARTNERS 


We are seeking financial partners to continue our growth in the 

food industry. Over 50,000 nut trees planted using advanced 

technology that increases production by at least 300%. Earn- 
ings projected to reach over 50% for decades. 


For details contact: Cipher 97-0552, Triservice SA, 7, chemin 
Maisonneuve, 1219 Chatelaine-Geneva/Switzerland. 





NO REWARD! 


* £5,000 into £64,000 * No tax deducted at 


in just 5 years 


* Fully audited track 
record 


* Managed Futures 
account programme 





source 


* Limited liability 


Minimum investment 
£5,000 or sterling 
equivalent 


= oo ee ee ee ee oe oe 
Please send me details on your Investment Programme 


pai. I h 
į _SOMPUTER SYSTEM 
TRADING COMPANY LID 


DD/02 


OA pie GEE M AN OE ees 


5-9 Hatton Wall, i 
London ECIN 8HX 


ee ee ee ee 


100 











SWISS 
NUCLEAR DEFENSE 
TECHNOLOGY 


Doors/Windows, Anti-Gamma Ray 
Cables, Masks, Filters, omg A in- 
stallations, Portable Shelters etc 


Details from: World Gate Investment, 
19 Academy Street, Inverness IV1 1JN. 


OVERSEAS POSITIONS 





-shore companies with services i 
cluding, formation of Trusts, nominee ser- 
vices, registered . office and company 
searches. 
aggre soat agape yom 


of Man, Oe nae = 
via Great Britain. T 

Douglas at a3. canon (0824) 
MINING INVESTMENTS 


US mining geologist, PhD, 17 years’ 
international experience, references, 
will investigate your project before (or 





A COMPANY FLAT 
IN SW1 


Your guests and executives 
visiting London could stay in 
your fully furnished and 
equipped Company flat in 
SW1. More comfortable than a 
hotel room. Facilities include 
restaurant, bars, heated pool, 
Squash, Sauna, Travel and 
Theatre ticket agency and ga- 
rage parking. 

Available on 3-6 months Com- 
pany lease. 


Tel: 01-798 8567 


PASSPORT 


Do you need an internationally- 
accepted Travel Document. plus 
Residency status and tax advantages 
in a nigniy -respected democracy? 
Persona ere in the country is 
not required. 


A $50,000 investment will achieve 





this plus capital growth and high 
yield. 
Write: 


FIDELITY MANAGEMENT 
INTERNATIONAL, INC. 
Dept 804 PO Box 230, Centro 
Colón 1007, San José, Costa Rica. 
Tels: (506) 22-1659 & 23-7362 
Telex: FIMAN CR. 








OIL FUTURES. Trade the opportuni- 
ties. Darcy Vernier, 336 Lafayette 
Street, New Orleans, 70130, (800) 535- 
6988 USA or 504-524-2742. 





GENEVA BUSINESS CONSULTANT 


Correspondence/representative GLA- 
VIR, PO Box 378, 1211 Geneva 12. 
Telex: 428 625 GLAR CH. 


AUTHORS! Send Your Manuscripts. 
Biographical, Fiction, Travel, Poetry, 
etc: for Book Publication. Reasonable 
terms. Stockwell. Dept 75, Ilfracombe, 
Devon, England. (Estd 1898). 





FRENCH PUBLISHERS with premis 
in Paris and subsidiary in Switzeria 
seeks partnership with publisher ~ 
investor for extension of activities in 
France and abroad. Box 3481, The 
Economist Newspaper Ltd. 


YOUR BUSINESS ADDRESS IN THE 


ex: 3121 KENKA PG. Tel: 23-0834 or 
23-4819 (evenings 23-6779). 


AUTHORS WANTED BY 

NEW YORK PUBLISHER 

Leading book publisher seeks manu- 
scripts of all types: fiction, non-ficti 
poetry, scholarly and juvenile wor 
etc. New authors welcomed. For cc 
plete information, send for free booklet 
S-92, Vantage Press, 516W, 34 St., 
New York 10001. 








APPOINTMENTS , 
WANTED 


French/American educated engineer, MS 


position in any T 

ed fields. Fluent Spanish and Arabic. 
in Economics Consulting. 

Willing to travel or relocate. 


Reply: 500 Riverside #503, New York 
10027. Tel: 212-316-8679/316-8400 
(message to #503). July: 35 rue Ar- 
cade 75008, Paris. 








trade, economics, 
Legisiative, analytical and writing skills; 
facility with computers 


hte Pas 
10 ler Plaza, New York, 






sok a 
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ECONOMIC AND FINANCIAL INDICATORS 1 


eee: Se a 
“OUTPUT, DEMAND AND JOBS America’s GNP growth was revised upwards to THE ECONOMIST COMMODITY PRICE 


0.9% (3.7% at an annual rate) in the first quarter of 1986, to give a 12-month rise of !NDEX Silver slipped below $5 an 
2.1%. But America's industrial production rose only 0.8% in the year to April. Britain's ounce for the first time in eight years. 
GNP grew by 0.4% in the first quarter, reducing the 12-month growth rate to 2.5%: its Non-communist mined output has in- 
industrial production rose 1.6% in the year to March. In France, GNP growth quickened creased 25% since 1980 to more than 


to 2.8% in the year to the first quarter. Map gris last year, and stocks have 
piled up. Now, low inflation means inves- 

ET ay ie nnda ai P ee PE REPE aks tors have lost interest, and silver is fast 
3mthst 1year 3mthst 1year  3mthst 1year latest year ago losing its precious-metal status. In the 

Australia _+ 96°  +47(1) +20 +471) +74 +569) 794) a5 1970s, the ratio of gold to silver prices 


+33 + 1.612) na na — 0.3 = O.5(12)¢ 122 (3 41 was around 35:1; it is now 69:1. Despite 









n + 1.612) 1 
woreda FSG + 6.1 (2) +54 4+ 4912) +27 +69 mine closures in the United States, there 
37 I t 28 : will still be a surplus of 2,000 tonnes of 
+190 silver on the market this year. Mexico and 
+ 66 (1 Peru need the earnings from silver to 
: 2. : service their international debts. 
+3. 2 
+ 2 
+ 3 
4 
All items 826 804 -26 +58 
PRICES AND WAGES In America, the 12-month rise in consumer prices slowed anA rt ea or- 
from 2.3% in March to 1.6% in April. In that month, Britain's inflation rate fell to3.0%, Al 7:1 @3 -03 -66 
Switzerland's rose slightly to 1.0% and Sweden's increased to 4.6%. The 12-month Nfa’ 790 774 +04 -22 
rise in Japanese wages slowed to 3.8% in March and in French wages to 3.9% in Metals 637 634 -09 -86 
January. British workers had a 7.5% pay rise in the 12 months to March. Sterling index 
All items 125.1 1232 -28 -119 
Food 146.3 1415 -52 -08 
Industrial 
All 106.2 10.2 -05 -212 
Nfa’ 119.6 1185 +02 -180 
Metals 64 972 TA o988 
SDR index 
All items 9.6 894 -29 -99 
Food 106.0 1027 -54 +09 
Industrials 
All 769 774 -07 -19.9 
Nfa" 866 860 +01 -167 
Metals 6.9 706 -13 -21 
Gold 
$ per oz 343.00 339.25 -18 +469 


Crude oil (spot) North Sea Brent 


$ per barrel 13.60 15.2 +276 -427 


"Non-food agriculturais. 





| FOCUS: TRADE Who exports more: 


the average Japanese or the average Holland a as 
Briton? The answer is the Briton who, = 
Se Sant ack ec pes Total exports andimports of goods per person,1985 T] 4000 
son—the fourth lowest among the ten [Exports [H] imports l 
biggest OECD economies. West Ger- Canada A 
many exported twice as much per W Germany 1 3.000 


person as Japan, but the Japanese 
attract stronger criticism because (a) 
lots of West German exports go to a : > | 
other EEC members, and (b) Japanese 2 France Britain a 2,000 
_@xports are concentrated on fewer | = ; 
pfoducts, such as cars. Japan is head- 
JG for an $80 billion trade surplus in 
1986 because it imports so little: only 
$1,070 per person in 1985 compared 
with $2,600 in West Germany and 
$1,930 in Britain. 





— ji — 





SourceOECD 
“ootnotes applicable to all tables. All figures seasonally adjusted poet where otherwise stated. “Not seas. adj. tA vrage or latest 3 months 
‘Ompared with average of previous 3 months, at annual rate. n.a. Not available. Small figures in brackets denote month of i tor. 
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ECONOMIC AND FINANCIAL INDICATORS 2 


ll 
WORLD BOURSES As oil prices bounced back and hopes of further interest-rate 
cuts receded, share prices fell in 13 of the 16 markets in the table. Madrid slumped by 
6.9% during the week, and London lost 2.7%. But Milan gained another 9.9%. 

































FOCUS: INTEREST RATES Ameri- 
can three-month interest rates fell to 
6.6% in April from 8.0% last Novem- 











ber, but they have since edged up | Stock price indices % on 
above 7%. Japanese short-term rates | ‘May 16 May 1986 one one record 31/12/85 
have fallen more sharply—from 8.1% 20 high low week year high Phi wi ane 
to 4.9%—widening the differential in |  Ausraia i762 A O a EAA — ENA FRS 
favour of the dollar. But West German | Beigium 36504" 37002 27868 -06 +604 -13 +24.0 +358 
interest rates have hardly budged; this | Ganada 30385 3129127540. -i +09 #-29 + 48 + 68° 
week's rate of 4.7% is roughly the France 405.3 411.3 267.8 -04 + 81.7 -15 +525 + 602 
same as in late 1985, and still the W. Germany 1942.2 2278.8 1863.6 -20 +513 -1448 - 05 + 86 
lowest in the big five economies. Brit- Holland 266.3 273.8 240.4 +29 + 27.4 -Ohe 42 + 199 
ish interest rates (10.4%) are much Hongkong 1777.3 1865.7 1560.0 - 1.5 + 10.2 =- 47 + 14 + 13 
rates have been the most volatile. | J88 —— Sei i eee ees Le = 4 t an = ag ap a na £ sa N 
i Singapore , ; ; - 1. — 28. -44. - 4, - 9 
Earlier this year, they rose sharply to | south Africa 1616 mI l@s mAr Fao. -SA L a eO F 
support the franc in the Ems, but have | Spain 178.1 194.8 108 -69 +1105. -86 +701 +8 
since fallen by almost nine percentage | Sweden 73406 23730 172996 -21 +676 -14 «+947 ~« + des 
points. Switzerland 560.7 6255. 5547. 4-27 +288 -004 ~ 46 +B 
UK 13050. 14259 10943 -27 +29 -85 +153 + 210 
Eurocurrency interest rates (3-month) USA 17840 1855.9 15023 -01 +%2 -39 +153 +153 
(ee ee Se 


MONEY AND INTEREST RATES On both measures, America’s money supply 
speeded up in the year to April: M1 rose 12.2% and the broad measure, Ms, increased 
by 7.7%. Banks in France, Australia and Canada cut their prime lending rates. : 


Money supply interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

% rise on yearago Money market Commercial banks Bond yields Eurocurrency 

Narrow Broadt Overnight 3months Prime Deposits Gov't Corporate Deposits Bonds® 

(M1) lending 3 months long-term 3 months 
Australia +26 +143 (3) 11.50 1435 17.70 1425 13.00 14.00 14.72 12.07 

jum +36 +53 (99 7.65 8.00 10.50 7.50 8.37 10.78 7.00 na 

Canada +49 + 8.1 (4 8.75 8.50 10.25 8.55 9.63 9.94 8.50 10.14 
+10.5 + 87(11 7.25 7.30 9.60 7.30 7.66 9.36 7.25 8.31 
+85 + 55 (3) 4.30 4.65 7.00 4.23 6.40 6.20 4.69 6.06 
Holland + 67 +10.3(12) 7.00 6.13 8.00 6.13 6.55 6.87 6.00 6.65 
Italy +13.6 +13.6(11) 13.13 12868 1538 1150 10.94 10.52 12.12 na 

+39 + 9.0 (3 4.00 4.58 4.13 2.13 5.30 6.20 4.91 5.72 
Spain +12.7 +12.9 (1) 12.07 11.50 15.00 6.50 11.87 13.35 11.38 na 
Sweden na + 24 (2) 8.00 11.05 12.75 10.41 9.86 11.04 11.13 na 
Switzerland + 1.8 + 6.0(12 1.56 4.56 6.75 3.50 4.37 4.71 4.81 4.95 











































UK +19.8 +159 (4) 7.88 1034 11.50 10.19 9.13 10.07 10.38 8.73 
USA +12.2 + 7.7 (4) 675 6.38 8.50 6.86 8.20 9.00 7.06 8.38 


Other key rates in London 3-mth Treasury Bills 9.8%, 7-day Interbank 10.4%, clearing banks’ 7-day notice 5. 
Eurodoliar rates (Libor): 3 mths 7.1%, 6 mths 7.2%. 


as aa i ntti Sd E A ee Se 28 Soe cae 
¿M2 except Australia, Canada, Spain, Switzerland, USA, W. Cormary, MS. apan AEA CDs, UK £M3. Definitions of interest 
rates quoted available on request. Sources: Bank of Bilbao, Chase Chase Econometrics, de Commerce 
(Belgium), Nederlandse Credietbank, Credit Lyonnais, Svenska Handelsbanken, ANZ bank, Credit Suisse Boston. These 
rates are indicative only and cannot be construed as offers by these banks. 


TRADE, EXCHANGE RATES AND RESERVES The dollar rose on talk of intervention by the Bank of Japan and because of the 
upward revision to America's GNP in the first quarter. The dollar's trade-weighted value rose 2.2% in the week; it gained X6% 
against the yen. Australia's trade deficit widened to $2.0 billion in the 12 months to April. New figures show that America’s foreign 
reserves rose 39% in the year to March to $33.8 billion. West Germany's reserves increased by 22% to $45.5 billion. 


Trade balance** current- Trade-weightedt currency units per $ currency units foreign reservestt 
$bn account exchange rate $bn 
latest latest 12 balance $bn 
month months latest 12 mths latest year ago latest year ago per £ perSDR  perecu March year ago 
Australia — 0.44 (4) - 20 - 97 (4) 61.9 68.8 1.38 1.45 1.30 1.61 1.34 6.4 6.8 
4 (9 89.2 45.7 61.6 69.4 52.9 43.9 49 4.7 


1.37 2.08 1.60 1.33 2.5 3.1 
26.1° 21.0° 

















+ 3.77 (3 . 3.07 3.40 2.60 2.15 45.5 372- 
+ 0. 2 + 45 (9) 124.4 112.1 2.52 3.46 3.83 2.95 2.42 11.0 8.8 z 
italy — 1.98 (1) — 125 — 68 (6) 46.1 45.3 1536 1952 2330 1797 1476 14.9 18.6 f 
6.16 (3 + 61.6 + 55.4 (3 204.5 155.0 169 250 256 196 162 28.1 26.7 
i 0. 3 48.3 48.2 142 171 216 165 136 12.58 12.18 
0. 3 ; 67.8 66.3 7.17 8.87 10.88 8.39 6.91 3.8 3.1% S 
0. 2 a .9(12) 156.8 139.2 1.87 2.58 2.83 2.17 1.79 16.8 13.2 
UK — 1.67 (3 =- $12 + 57 (3 76.4 79.5 0.66 0.79 — 0.77 0.63 14.0 95 5. 
U — 14.52 (3 — 160.59 —117.7(12 115.4 146.1 — — 1.52 1.17 0.97 33.8 « 244 7 
**Canada, Australia, Japan, France and UK imports fob, exports fob. All others cil/fob +Bank of England index 1975= 100 tfexcluding goid “January = February. 
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Mexican food i illi 
n the U.S. and still growing. E 





Our Pet subsidiary 
produces Old El Paso Mexican food. It's Americas 
favorite and going international. 
it's an IC industries kind of market. 


b more informaion on this and other IC Industries opportunities, please write 
lex Lehmann, IC ineyastries, Suite 4403, 200 Park Ave New York, New York 10166 
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Investing in our names 
Lantor 
David Dry, Chief Executive, 
Lantor International 
The blades of a new-style electricity 
provide a compelling example of the 
success of Lantor’s major investment 
in the i saree and marketing of 
Firet Coremat? now the dominant 
laminating product worldwide. 
aaa. who manufacture the 
windmill, chose Coremat for its 
lightweight strength, ease of 
plication, cost-effectiveness and 
€ speed with which the blades can 
be made. These attributes are now 
challenging those of fibreglass and 
other conventional materials. The 
result is worldwide sales with Tootal’s 
names not adding up, but turning 
into strength. 


Jf you would like to know more about us, 
write to the Secretary for a copy of our current 
Report & Accounts, Tootal Group plc, 
Tootal House, 19/2] Spring Gardens, 
Manchester M60 271. 





